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HERE are points about “ Luvisca”™ 

Shirts and Soft Collars that make 
for better dressing, better comfort, 
longer service. Silky in appearance, 
smartly made, with up-to-date fast 
colours, they show the best return for 
one’s outlay. Similarly, there is no finer 
night-wear than “ Luvisca’’ Pyjamas. 


— SHIRTS : fe Ge at ec 
SOFT COLLARS & PYJAMAS = “SiN RED sin 


and see you get “ LUVISCA.” 


LOOK Ask for 

aid a There is nothing just as good. 
THE } wWisca > Ly any sigeay in obtaining, write Courtaulds Ltd. 
REGD, an bse 153 16, St. Martin’s-le-Grand, London, 
TAB: 5 C.1, who Mm, send you the name of nearest 


retailer and descriptive literature. 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES: WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion House 9681 (5 lines). Telephones: Clerkenwell 3636, 3637, 3638. 
Telegrams : “* Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 


COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 
PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 
Paid-up Capital - - - : £4,500,000 
Reserve Fund - - - : £2,475,000 
Currency Reserve’ - - £2,000,000 
Reserve Liability of Preneietace des the Charter £4,500,000 
£13,475,000 
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COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. F. V. C. LIVINGSTONE-LEARMONTH, EsqQ., 
Cc. E. BARNETT, Esa. D.S.O. is 
J. F. G. GILLIAT, Esa. RIGHT HON. THE EARL, OF MIDI,ETON, K.P. 
KENNETH GOSCHEN, Eso. | HORACE PREL Reo” 

Cc. G. HAMILTON, Esa. | JOHN SANDERSON, Esq. 

T. R. JOHNSON, Esq. | ARTHUR WHITWORTH, Esq. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 
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DISCOVERY == 


———_—__ 
@ Over 400 years ago, Balboa crossed the 
Isthmus of Panama from the Atlantic Coast 
and discovered the Pacific Ocean. 


@, To-day, the Isthmus is traversed by the 
Canal, while other vital arteries of modern 
commerce are provided elsewhere by the 
great railway systems which link the two 
Oceans. 


@, The great and growing trading develop- 

ment of the New World is also largely 

dependent upon complete international bank- 
ing facilities, and these are afforded 


b 


THE ANGLO-sOoUTH 
AMERICAN BANK LTD 


llI7 OLD BROAD $T, LONDON, E.¢c.2 


Commonwealth #233 Bank of Australia 


E. C. RIDDLE, Governor. rN H. T. ARMITAGE, Deputy Governor. 
GUARANTEED BY THE AUSTRALIAN COMMONWEALTH GOVERNMENT. 
Head Office - - - SYDNEY 
BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA 
BILLS negotiated and collected. CURRENT ACCOUNTS opened. DRAFTS and LETTERS 
OF CREDIT issued. DEPOSITS accepted for fixed periods. REMITTANCES cabled or 
mailed and BANKING BUSINESS of every description transacted with Australia. 
Bankers tt—-THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF QUEENSLAND. 
THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF TASMANIA. 
COMMONWEALTH SAVINGS BANK OF AUSTRALIA. 
Agencies are open at 4,400 Post Offices in the Commonwealth, &c. 
As at 31st December, 1931. 
General Bank Balances .. a ae a me ite £62,577,595 
Savings Bank Balances .. - es we ee es 117,675,937 
Note Issue Department .. a is aie < se 54,862,356 
Rural Credits ee - ea a a ei 1,871,158 
Other Items.. pe P oe ee oe oe oe 11,169,144 
£248,156,190 


LONDON OFFICE: 8 OLD JEWRY, E.C.2. 


Also at AUSTRALIA HOUSE, STRAND, W.C. 
J. S. SCOTT, London Manager. 
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THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 
CAPITAL AND RESERVE FUNDS - - £3,600,000 


Head Office: 
38 St. Andrew Square, EDINBURGH. 


OVER 200 BRANCHES THROUGHOUT SCOTLAND. | 


London Office: 
38 Threadneedle Street, E.C. 2. 


Where accounts may be opened on usual London terms. 



















YOKOHAMA SPECIE BANK, LIMITED. 





ESTABLISHED 1880. Uncorporated in Japan) 
Capital Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fund - - - ~ - - - - Yen 118,450,000 





Head Office: YOKOHAMA. 
Brancues and AGencrgs at Alexandria, Batavia, Berlin, Bombay, Canton, Calcutta, gam: Dairen (Dalny), 
Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, arachi, Kobe, London, 
Los Angeles, Lyons (Temporarily Closed), Manila, Nagasaki, Nagoya, Newchwang, "New York, Osaka, Paris, 
Peiping, Rangoon, Rio de Janeiro, Samarang San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, 
Sourabaya, Sydney, Tientsin, Tokyo, Tokyo  asnnonchih. Tsingtau. 
The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers and 
Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits received 
for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, London, E.C.2 
D. NOHARA, Manager. 


NATIONAL BANK OF EGYPT. 


(Incorporated in Egypt. Liability of Members is Limited.) 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL - - £3,000,000. 
RESERVE FUND .- - - £3,000,000. 


London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 














A. M. BON NER, — aw 


30 LIME ST. and 7 BLOMFIELD ST. 


LONDON, E.C.3 U E ) Ps LONDON, E.C.2 
Tel. : RQ 8 B A M Tel. : 
Monument 0794 City 1956 


DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND DATING MACHINES, COMPANY 
SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 
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REFUGE 


ASSURANCE COMPANY 
LIMITED. 


= @~ 9” Abolish 


Chief Office: 


Oxford Street, Manchester. 





mopcenel L.B.C. ‘‘ Fraudproof ’’ Copper 


NotetheLarcGe and Silver Bags with the big 
Annual Income Exceeds £11,500,000 feckind pine hole in the seam, make it 
a the bag easier than ever before for busy 
Assets Exceed - -  £52,000,000 —‘** cashiers TO SEE WHAT 


THEY ARE RECEIVING. 


Claims Paid Exceed - £70,000,000 | The old small hole perforation 


is of only theoretical value 
because there is no time on 
busy days to gaze through 
small holes. 


BANCO DE L.B.C. 
“FRAUDPROOF” 
PORTUGAL “rte 








ESTABLISHED 1846 | — cost no more than the old type 
Head Office: —are made of the finest grade 
= . Manilla 
Rua do Comercio, 148 — are guaranteed to Mullen test 
LISBON —are rubber banded in 50’s 
Telegraphic Address: ‘‘BANGAL” <a wine packed én: few Boxes 
Governor : 

|. CAMACHO RODRIGUES YOUR LOCAL STATIONER CAN SUPPLY 
Deputy-Governors : YyYouU.—___ASK HIM FOR SAMPLES 


CARLOS SOARES BRANCO 
ALVARO PEDRO DE SOUSA 
Dr. FERNANDO EMYGDIO DA SILVA 


Directors : 
A. J. PEREIRA, Junior 
Dr. JOSE CAEIRO DA MATTA 
Dr. M. A. CASAL RIBEIRO DE CARVALHO 
RAMIRO LEAO 
DOMINGOS DE SOUSA E. HOLSTEIN BECK 
HENRIQUE MISSA | 
Dr. J. EMAUZ LEITE RIBEIRO 
FRANCISCO MEIRA 
FERNANDO ENNES ULRICH 


Capital (paid up) - Esc. 100:000.000$00 
Reserve Funds (7.9.1932) ,, 73 :386.976$56 SHADWELL ST 
Total Assets (7.9.1932) ,,3.260:620.010$18(5) | | BIRMIN GH : 

32 Branches throughout Portugal AM. BIRMINGHAM 
Correspondents in all important places abroad . 
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Burroughs offers the most 
complete service to banks .... 
If it is desired to standardise on 
one particular type of machine 
—Burroughs can supply the 
ideal all-purpose bank account- 
ing machine... .If if is 
desired to use _ specialised 
machines for any particular 
class of work — Burroughs has 
the finest range of accounting 


machines in the world. 


Burroughs 


Burroughs Adding Machine Ltd. 
Chesham House, 136 Regent St., London, W.1 


Branches in all 
Regent 7061 (11 lines) Principal Cities 
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BANK GOSPODARSTWA KRAJOWEGO 


(NATIONAL ECONOMIC BANK) 


JEROZOLIMSKA 1, WARSAW. 
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Paid-up Capital: ZI. 150,000,000 
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Zl. 2,154,175,999. 


19 Branches in Poland. Correspondents all over the world. 
HANDLING OF BANKING TRANSACTIONS OF EVERY DESCRIPTION 
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In view of the vital necessity of expanding 
the export trade of this country much 
interest has been expressed in the con- 
tract with an important Continental 
Bank, amounting to nearly £50,000, 
which has been secured by John Tann in 
competition with the safe-manufacturers 
of the whole world. The above photo- 
graph shows some of the Strongroom 
Doors for this contract in process of 
manufacture at the John Tann works. 


JOHN TANN LTD., 117 NEWGATE ST., LONDON, E.C.1 











T.B.L. 





ing 
ich 
n= 
tal 
0, 
in 
rs 
o- 
m 
of 


(lilt 


VOL. 


XXIV 


THE 


BANKER 


October 1932 





Sir AUSTIN E. HARRIS, K.B.E. 
(Deputy-Chairman of Lloyds Bank) 


No. 


8I 











THE BANKER 


Ny 


A Banker’s Diary 


Mid-August—Mid-September 


THE absence of Treasury bill maturities on the Monday 
of each week, and the accumulation of funds by the 
Treasury in Public Deposits at the Bank 
The Money of England in anticipation of the Victory 
Market Bond dividend at the end of August made 
money somewhat more usable in the 
closing week of the month. As a result the rate for new 
money rose from $ per cent. to }—# per cent., and discount 
rates also hardened from $ to # per cent. for “ hot ”’ 
Treasury bills. The average tender rate for Treasury 
bills offered on August 26 was also 16s. 7-45d. per cent., 
against IIs. 3:2d. the preceding week. As expected this 
stringency was purely ephemeral, for the funds accumu- 
lated by the Treasury were released during early 
September, and by the middle of the month money was 
once more almost unlendable. Discount rates also fell 
to } per cent. for “ hot ” Treasury bills, but the rate on 
three months’ bank bills has remained very steady during 
the period under review at 44-3? per cent., though later 
on business was reported at 2 per cent. After the huge 
increase in these portfolios shown by the August clearing 
bank averages, the banks for a time bought very few bills. 
This has not only added to the stagnation of the discount 
market, but has also caused brokers to blame each other 
for forcing down discount rates towards the penurious 
levels of early August. 


In face of the usual seasonal purchases of dollars to 
finance crop movements, sterling has displayed unex- 
pected strength, and at one time in early 

The Foreign September, official intervention was neces- 
Exchanges sary to prevent an appreciation of the 
pound above $3-50. The extent of such 

official operations as occurred was very limited, as 
speculative operators immediately withdraw so soon as 
they see that official intervention is about to occur. 
There are several explanations of this strength of sterling, 
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which has been manifested not only against the dollar 
but also against the leading Continental currencies, a 
particular feature being the weakness of forward French 
francs and belgas. The transfer of European money to 
the American stock market in the early days of the 
recent revival has been followed by profit-taking and the 
withdrawal of funds by successful speculators, while it 
is also believed that certain large importers of produce 
had over-estimated their autumn needs of dollars, and 
have been realizing their surplus exchanges. Over and 
above this, the success of the War Loan Conversion 
scheme has still further enhanced British financial 
prestige, while confidence is still lacking in certain foreign 
currencies and financial centres. As a result further 
transfers of funds to London are suspected to have taken 
place. As regards other exchanges, the Copenhagen rate 
weakened by a krone on the relaxation of the Danish 
exchange restrictions, and this fall brought it into line 
with the Stockholm rate. Japanese yen, which fell 
sharply during August from Is. 62d. to Is. 33d., recovered 
partially to 1s. 44d. 


On September 10 the Frs. 2,500 millions of British yearling 
Treasury bills due to the French public were duly paid. 
These bills were issued as part of the Treas- 
Treasury Ury credit arranged in Paris a year ago 
Credit in defence of sterling. The balance of the 
Repayment Treasury’s Paris credit and the whole of 
its New York credit were repaid in advance 
last spring, but their terms of issue precluded the repay- 
ment of these bills in advance of their due date, though 
there was nothing to prevent their previous purchase by 
the British authorities. In any case, the francs necessary 
for their repayment had been accumulated some time 
ago, and so the operation had no effect upon the Paris 
exchange. The only overt consequence of the transaction 
was a reduction of {11-1 millions in the Bank of England’s 
holding of other securities in the Issue Department, thus 
showing that part of the exchange accumulated in advance 
was held by the Bank and not by the Exchange Equaliza- 
tion Account. This marks the termination of the opera- 
tions carried out by the Bank and the Treasury in their 
defence of sterling a year ago. 
B 
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RELYING upon the outstanding success of the 5 per cent. 
War Loan Conversion scheme, the Chancellor gave notice 
at the end of August that he would repay 
Further upon December 1 the outstanding {12-8 
Conversion millions of the 4} per cent. War Loan, 
Proposals 1925-45, and £140°4 millions of 4} per 
cent. Treasury bonds, 1932-34. The 
Economist estimates that the dissented 5 per cent. War 
Loan, due for repayment the same day, will amount to 
£130-0 millions, and this makes a total of about {280 
millions to be dealt with. A further {14-1 millions of 
44 per cent. Treasury bonds fall due in February, while 
£114-6 millions of 5 per cent. Treasury bonds can also 
be repaid, these raising the total to £412 millions. Opinion 
varies as to how these maturities will be replaced, but 
in the meantime the Government has only relaxed the 
embargo upon new capital issues to the extent of permit- 
ting pure conversion operations or the issue of new 
securities to replace those whose final redemption had, 
before July 1 last, been fixed for a date earlier than 
December 1. In both cases the permission is confined 
to Empire sterling issues. The Government feel with 
some justice that they must reserve for themselves (and 
the taxpayer) the first benefits of the new conditions 
which they themselves have created. At the same time 
the continuance of the embargo is definitely holding up 
an important part of our economic machinery, and if it is 
true that a trade revival normally begins in the field 
of investment and of the production of “ capital ’’ goods, 
then the decision is delaying the recovery just at the 
point where it should be initiated. It is to be hoped, 
therefore, that the Government will complete their 
plans at once, so that the embargo can be removed. 


AT the half-yearly Court of the Bank of England held 
on September 22 “‘to consider of a dividend,” four 
changes in the Bank’s by-laws were 

The Bank’s approved. The first requires ordinary 
By-Laws proprietors to give the same length of 
notice of proposals of candidature for the 

Court as Members of the Court have to give themselves, 
and also regularizes a form of voting which is the only 
convenient form to-day, but which was not contem-- 
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plated when the by-laws were framed. The second puts 
an end to the system under which the proprietors have 
to re-appoint the whole staff of the Bank every year, the 
duty of appointments being transferred to the Court. 
The third relieves the Directors from appointing three 
of their number to hold the keys of the cash and 
attending every time certain movements of assets take 
place. Instead, the Court may take such steps as it 
thinks proper for the safe custody of the Bank’s cash and 
securities. These three changes are obviously intended 
to terminate absurd and obsolete survivals of law from 
the early days of the Bank, and merit no further 
comment, but the fourth change is of greater interest. 
This authorizes the exclusive employment by the Bank 
of a member of the Court at a salary. Until this change, 
the Bank could only pay £2,000 a year to the Governor, 
£1,500 a year to the Deputy-Governor and {500 a 
year to the Directors. Under modern conditions the 
full-time services of a number of Directors are a 
necessity, and the Bank has been precluded from 
employing men of the calibre it required at an adequate 
salary, or indeed from promoting to the Court any of the 
most experienced of its servants. This alteration, there- 
fore, has been long over-due, and consequently possesses 
no further significance. 


THE upward trend in bank deposits continued during 
August, for the deposits of the ten clearing banks 
amounted to {1,850-:6 millions, against 
The August £1,803°9 millions in July. The rising trend 
Clearing of commodity prices and the suggestions 
Bank of an imminent trade improvement im- 
Averages parted some interest to the bank’s returns 
of advances and acceptances, but unfortu- 
nately both these show a further set-back, acceptances 
from £84°5 to £78-7 millions and advances from £836-2 
to £816-2 millions. It appears that holiday influences 
have so far proved too strong for the trade improvement 
and that apart from the up-turn in prices no revival 
had taken place by the end of August. In these circum- 
stances the expansion in these deposits was not as welcome 
as usual to the banks, for they have had to invest these 
B2 
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new resources in bills of exchange, which under present 
conditions are most unremunerative. 


LIkE the clearing bank averages, the August overseas 
trade returns bear no evidence of any revival in business. 
Imports at {53-3 millions are only {1-4 
Pes ce millions higher than those for July, which 
Trade. Was the worst month of the year, while 
exports of British goods at £28-6 millions 
were the lowest for the year. Compared with August 
last year, imports have fallen by {12-0 millions, but 
British exports by only £585,000. Re-exports for 
last August were £3-5 millions against £3-3 millions in 
July and £3-9 millions the previous August. Imports 
of raw materials show little or no improvement, with 
the notable exception of raw cotton. There was a 
slight increase over July in imports of manufactured 
goods. As regards exports of manufactured goods, while 
their aggregate is little different to that of a year ago, an 
analysis of the returns shows that in numerous instances we 
are doing more business than last year. This is particu- 
larly true of the cotton trade. On the whole, it is far 
too early to expect any improvement in business to be 
reflected yet in the trade returns. Even if a revival is 
now beginning, and of this there is considerable doubt, 
it can hardly affect our overseas trade before the end 
of the year. 


The Dominions and the Monetary 
Policy 


N the last issue of THE BANKER we summarized and 
I discussed the lukewarm and inconclusive report that 
emanated from the Monetary and Financial Committee 
of the Ottawa Conference. It was only published a few 
days before we went to press, and so our comments were 
necessarily brief. At the same time, no one who wishes 
to see Imperial trade placed upon a stable basis can rest 
content with the position as it is, and so we propose to 
examine in some detail the monetary position and needs 
of the Dominions with a view to discovering any common 
ground upon which a satisfactory Imperial monetary 
policy can be based. 
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Canada 

The Canadian position was explained fairly clearly 
by our Canadian correspondent in a despatch which was 
published in part in our previous issue. There are several 
relevant factors to be borne in mind. Firstly, Canada 
possesses no central bank, and though legislation for the 
establishment of a central bank has from time to time 
been mooted, there is no definite evidence that the need 
for one is seriously or universally felt. Certainly the 
Canadian banking system, which is based upon that of 
Scotland, has served the country well, and—a great test 
in these days—has been immune from failure. Thus, no 
Imperial scheme which required the establishment of a 
central bank in every Dominion would appeal to Canada. 

Next comes Canada’s economic and business affinity 
to the United States and to the dollar. It is needless to 
stress the many close business connections between the 
two countries, which often exist to the point where well- 
known American firms operate subsidiaries in Canada. 
It may be well, however, to recall the more purely 
financial aspects of this connection. Firstly, Canada 
possesses no wide and active money market in the normal 
sense of the term, and, as a result, in normal times the 
Canadian banks are accustomed to employ their call 
money in New York. In fact, it is often possible to 
explain fluctuations in the Canadian-American exchange 
solely by the ebb and flow of Canadian call money between 
New York and the banks that own it. 

Another important factor is that in recent years 
Canada has been obtaining her long-term capital not 
from England, but from the United States. In the case 
of Canadian industries under American ownership this 
is inevitable and will continue, but it equally applies to 
Canadian Government borrowings, whether by the 
Dominion Government, the Provincial Governments, or 
municipalities. One estimate of Canadian borrowings 
from the United States is $4,000,000,000, and our Cana- 
dian correspondent estimates the annual service of these 
loans at $300,000,000. Clearly, when sums of this 
magnitude are at stake, any depreciation of the Canadian 
against the American dollar becomes a serious matter, 
even though such depreciation should theoretically stimu- 
late Canadian at the expense of American trade. Thus, 








8 THE BANKER 


in framing any Imperial monetary policy, regard must 
be paid to Canada’s second great need, namely, that her 
dollar should be brought back as close as possible to 
parity with the American dollar, and that in any case 
exchange fluctuations between the two countries should 
be minimized. 


South Africa 


We come now to the position and requirements of the 
Union of South Africa. Here the full gold standard has 
been maintained, but at the cost, among other things, of 
an acute political controversy around her proper mone- 
tary policy. Writing, as we are, from a distance and 
with a limited supply of documents at our command, we 
feel compelled to express ourselves with caution, and in 
any case it is only fair to begin by summarizing both 
sides of the case. 

The case for the maintenance of the gold standard is 
set out in a memorandum presented by the South African 
Reserve Bank to the Select Committee on the Gold 
Standard appointed by the Government early this year. 
In brief, it points out that as all the conditions necessary 
for the operation of the full gold standard have continued 
to exist in South Africa, there is no justification for its 
abandonment. South Africa’s external balance of pay- 
ments remains satisfactory, for the recent shrinkage in 
her exports has been paralleled by an equal reduction in 
her imports, and, indeed, the latest figures for this year 
show that the margin of imports over exports has greatly 
lessened. It is true that one consequence of the divorce 
of the South African pound from sterling has been to 
cut off her normal importation of long-term capital, but 
imports of capital goods have equally been cut off, and 
her invisible imports are now well below normal. The 
Reserve Bank continues to occupy a strong position, for 
early this year it had a cash ratio of 52-1 per cent., and 
this has been well maintained up to recent months. As 
its legal minimum ratio is 40 per cent., it has an ample 
margin in hand. There are no long-term loan maturities 
to be met within the near future, and as there is no short 
money market in the Union, South Africa need not be 
afraid of the withdrawal of foreign short money, for 
none has ever been present in the country. The budget 
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has been balanced both by economies and fresh taxation, 
and so this very common menace to the gold standard is 
absent. Finally, for South Africa, the world’s leading 
gold producer, to join in the movement for the abandon- 
ment of the gold standard and for the disuse of gold as a 
basis of credit and medium of exchange would, it is 
argued, indeed be a suicidal policy. 

Needless to say, this is only one side of the case, and 
the other side has been very ably argued by Mr. J. M. 
Holland, of the Standard Bank of South Africa, in an 
essay which won this year’s Gibson essay prize awarded 
by the South African Institute of Bankers, and which 
was published in their July Journal. 

The first point Mr. Holland makes is that the whole 
world—or at least that part of it which concerns South 
African production and commerce—is, for good or evil, 
upon a sterling basis. Hence the divorce of the South 
African pound and sterling immediately dislocated the 
whole of South Africa’s mechanism of finance and trade, 
and exposed her producers to accentuated competition 
from those countries which had abandoned gold. The 
wool-grower in particular was at a double disadvantage, 
for he laboured under the disability not only of the dis- 
count of sterling on South Africa, but of the discount of 
the Australian pound on sterling. Mr. Holland calculated 
that the discount of sterling alone meant that the grower 
ought to be receiving 74d. per lb. for wool which actually 
realized only 53d. per Ib. 

Local manufacturers were equally exposed to new 
competition from Great Britain, and it was noticeable 
that at the end of last year South African merchants 
diverted large seasonal orders from the home trade to 
Great Britain. Finally, the mining industry, which 
originally showed a somewhat natural disposition to 
support the maintenance of the gold standard, early this 
year came round to the opposite point of view. To 
explain this it must be remembered that so long as some 
countries maintain the full gold standard, with a free 
gold market and a fixed statutory buying price for gold, 
the abandonment of the gold standard by South Africa 
would mean an automatic increase in the price of gold 
in South African pounds equivalent to the full deprecia- 
tion of her currency. Nor does it follow that costs would 
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rise in the same degree, at least for a long time to come; 
and, indeed, British experience shows that no immediate 
increase in costs need be apprehended. Australian experi- 
ence also supports the mining industry’s change of front, 
for the depreciation of the Australian pound against 
gold has just enabled the Commonwealth Government to 
suspend the gold bounty. 

The departure of the Rhodesias from the gold 
standard inflicted a further blow upon South African 
producers, for it placed them at an immediate disadvan- 
tage in one of their nearest and most important markets. 
Already there is evidence that business has been lost to 
England. 

The dislocation consequent upon the depreciation of 
sterling against the South African pound proved extremely 
troublesome, both to the Reserve Bank and to the com- 
mercial banks. The Reserve Bank had immediately 
to write down its sterling assets, and the consequent 
loss was sufficient to wipe out its entire Reserve Fund and 
about half its capital. The appreciation of sterling early 
this year enabled much of this loss to be recovered, so 
much so that the first charge upon the net profits of the 
bank, namely, the 6 per cent. cumulative dividend to 
stockholders, could just be met. The banking system, 
however, was faced with other serious problems, for a 
steady drain of funds from South Africa to England 
began immediately after the British suspension of the 
gold standard. This forced the commercial banks to 
realize a large part of their liquid assets, and so led to 
great internal credit stringency and to an increase in the 
rediscount rate to 6 per cent. To meet the demand for 
sterling caused by this drain it was also necessary for the 
Reserve banks and commercial banks, acting in conjunc- 
tion, to create an exchange pool of £10,000,000, and this 
exposed the banks to the risk of heavy loss on exchange 
transactions, a loss which would become certain if the 
Union abandoned the gold standard or if sterling returned 
towards parity with the South African pound. 

To correct the balance of trade, the Government 
introduced late last year a special primage duty of 5 per 
cent. upon imports, later replaced by a 7} per cent. sur- 
tax, and gave a bounty to all exports, amounting first to 
Io per cent., and later to 25 per cent. Looking at this 
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from a distance, it is difficult to escape the conclusion 
that this means that South Africa is only maintaining 
the gold standard under artificial conditions. It also 
appears that when the Reserve Bank stated that it did 
not fear any outflow of short money, on the ground that 
there was no foreign short money in South Africa to be 
withdrawn, it overlooked the possibility of an outflow 
of South African short money. This is taking place to a 
considerable extent. Exporters have been slow to 
repatriate the proceeds of their sales, as they were un- 
willing to incur the consequent loss on exchange. There 
is, too, a general inability on the part of the population to 
realize that there is any intrinsic difference between the 
South African pound and the pound sterling, and as a 
result many people are unable to resist the temptation 
to turn “‘ seventy pounds ”’ into “ one hundred pounds ” 
by the simple process of transferring their money to 
London. This confusion of thought and this drain of 
funds is continuing, and is still throwing a heavy strain 
upon the credit structure of the Union. 

In short, while the theoretical grounds in favour of the 
Union’s adherence to gold still persist, in practice her 
position may be slowly but inexorably becoming unten- 
able. In practice, South Africa is inextricably linked to 
sterling, and sooner or later she will have to recognize 
that fact. Without wishing to probe the future, or to 
interfere in a matter of acute domestic controversy, it 
may be permissible to regret that occasion was not taken 
at Ottawa to forge some new, stable and equitable link 
between sterling and the South African pound, and to 
hint that in framing any future Imperial monetary 
policy, it would be in South Africa’s interest to join in, 
even if it means a formal separation from gold. 


Australia 


Australia’s position is the exact opposite to that of 
Canada and South Africa, for her pound stands at a 
discount against sterling and has done so now for over 
two years. The result is that whereas the fall in gold 
prices has only been checked within the past three months 
and the fall in sterling prices first checked when we sus- 
pended the gold standard a year ago, the decline in the 
Australian wholesale price-level was arrested at the end 
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of 1930, and Australian prices have since remained stable. 
This, in conjunction with the drastic readjustments of 
wages, interest charges and costs, initiated about the same 
time as a result of the Premier’s plan, has saved Australia 
from some of the worst consequences of the world crisis. 

Australia’s first care, therefore, is to avoid the neces- 
sity of forcing down her price-level to conform to that of 
sterling—still less to that of gold. She welcomed enthusi- 
astically the hints dropped in responsible quarters during 
the past year that Great Britain would welcome the 
restoration of the 1929 price-level, and a substantial 
body of Australian opinion holds that after her recent 
efforts in that direction no further downward revision of 
costs is practicable and that if any gap still exists between 
costs and prices it must be bridged by a deliberate 
raising of the latter. 

Now, if world prices or even sterling prices are going 
to make the necessary recovery, many of Australia’s 
difficulties will automatically be solved, and many of 
her controversial problems disappear. Unfortunately, 
even allowing for the present recovery in sterling prices, 
the 1929 price-level is still a long way off, and so Australia 
is faced with the problem of the best exchange rate 
between her pound and sterling. And here there are 
definitely two schools of thought. 

The first school wants the exchange kept low—that 
is at its present rate of £125 Australian to {100 sterling, 
against rates of {130 or £140. This school points out 
that Australia owes a huge external debt whose service 
must be met in sterling, and argues with considerable 
justice that any further depreciation of the currency will 
throw a new and intolerable burden upon the budget. 
It is also pointed out that Australian internal prices are 
still too high, and that a downward revision of the tariff 
should stimulate a fall of a character that would do more 
good than harm. Finally, Australia’s business connec- 
tions, like those of the rest of the Empire, lie mainly 
with users of sterling, and for that reason it is necessary 
to maintain a stable exchange with sterling as near to 
parity as possible. 

The second school holds that if it comes to the point, 
the exchange should be made to fit Australia’s needs, in 
that it should be such as to enable Australian producers 
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to sell successfully in the world’s markets at prices which, 
expressed in Australian currency, yield them a reasonable 
return. If an exchange rate of £125 will do so, well and 
good, but if not, there is no special merit in a rate of 
£125 over one of £130 or £135. On broader grounds, it is 
best for the Australian pound to be allowed to find its 
own level, and this level is the one that enables Australia 
to trade profitably with the rest of the world. 

It may be added that both schools of thought support 
the conservative financial policy of the present Common- 
wealth Government, and both agree that the Common- 
wealth Bank must be given complete autonomy. Both 
schools, too, recognize that Australia now has little 
margin in hand out of which to meet the consequences 
to her export trade of a bad season, and both hold that 
the restoration of such a margin is one of her most 
immediate needs. 

Once more looking at her needs from a distance, we 
agree that the best solution is a substantial rise in the 
sterling price-level. We also agree with the second school 
to the extent that there is no especial merit about the 
present exchange rate of £125; but we agree with the 
first school to the extent of hoping that the “ natural ”’ 
level of the Australian exchange will not prove to be so 
high as to add appreciably to the burden of her external 
debt. We further hope that the reductions in the Aus- 
tralian tariff consequent upon the Ottawa agreement 
will, among other consequences, lessen the present 
margins between the purchasing powers of the Aus- 
tralian pound and pound sterling, and thereby bring the 
“natural ’’ rate of exchange closer to parity. This sug- 
gests the thought that the development of this new 
relationship should be watched with a view to determining 
the new natural level of the exchange. The London- 
Australian rate should then be fixed provisionally at this 
point, regardless of the exact figure at which it lies. 


New Zealand 


New Zealand, too, has had the problem of having to 
adjust her costs to fit her prices, and she, too, has had 
to face heavy sacrifices. Hence she, like Australia, 
would welcome a rise in sterling prices as the best solution 
to her troubles, and both Dominions, in fact, must be 
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disappointed that the Ottawa monetary report was not 
of a more tangible and practical character. On the 
other hand, New Zealand has kept her pound relatively 
close to sterling, and would not welcome a further depre- 
ciation, both because it would add to the cost of her 
external debt service and also because it would weaken 
her credit, which still stands relatively high. Again, 
New Zealand, like Canada, does not possess a central 
bank, and does not feel the need of one. Finally—and 
this is a point that is often overlooked in Great Britain— 
New Zealand is quite separate from Australia, and is 
strongly opposed to the institution of any financial 
mechanism which might divert funds from New Zealand 
to the support of Australia. 


India 


The final case to be considered is that of India. When 
England suspended the gold standard, India followed 
her and retained parity with sterling. As is well known, 
the immediate consequence was a rise in the Indian 
price of gold, which rapidly proved sufficient to draw 
out part of India’s gold hoards and to disperse them 
through London to the gold standard countries. This 
provided India with a new and timely source of income, 
so much so that she was able to solve many of her most 
pressing financial problems, including those of the main- 
tenance of her credit and the service of her external debt. 

Like other primary producers, India’s main need 
to-day is a rise in the price-level of primary products, 
and in that respect also she has been well-advised to 
forsake gold and cleave to sterling. In the absence of any 
deflation of sterling prices there is no evidence that the 
present rupee rate of Is. 6d. is inequitable, especially 
as sterling prices are now on the up-grade. She must 
have regretted, however, the inconclusive character of 
the Ottawa monetary report, and in particular the 
absence of any reconimendations to restore the past 
value of silver which forms so large a part of her hidden 
reserves of wealth. 


Conclusion 


The first result of this review of the Dominions is to 
suggest that the main need to-day is to recognize that 
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the medium of exchange which counts in the business 
life of the Empire is not gold, but sterling. Thus the 
first need in any common Imperial monetary policy is 
the establishment of a sterling price-level at a point in 
consonance with the general level of Imperial costs. 
Hence the Ottawa report has discovered the right objec- 
tive when it sets out the need for a rise in sterling prices, 
even though it has neglected to outline the means for 
reaching that objective. 

The next need is that of reconciling costs and prices 
as between different members of the Empire. If the 
Ottawa agreement really results in the transformation 
of the Empire into a low tariff group of countries, a 
start will have been made, for high tariffs are one of the 
most potent causes of cost divergences between one 
country and another. For the rest, the fact should be 
boldly faced that the pound is not necessarily the same 
pound in England, Australia, New Zealand, or South 
Africa, and that the best parity is not necessarily a 
one-to-one relationship. No effort should be spared to 
educate the peoples of the various members of the Empire 
as to the nature and necessity of these divergences. 
Finally, new parities should be established between 
the different Empire currencies at points which corre- 
spond to the relative level of costs and purchasing power 
within each member which either exist to-day or which 
it is decided to establish. 

Once equilibrium is established in this way, it remains 
to maintain it, and here we revert to our former idea of an 
Empire exchange pool. We agree that the existence of a 
pool would not preserve any member of the Empire 
from the consequences of a serious or long-continued 
discrepancy between its imports and exports, or earnings 
and expenditure, but it would see them through temporary 
difficulties, such as a crop failure or bad season. In any 
case, if inter-Imperial exchange rates are to be kept 
stable, some such mecl:anism is essential, and a definite 
and permanent pool is far better than ad hoc banking 
arrangements or temporary exchange pools set up for 
the assistance of one member of the Empire. 

In any case, it is clear that the Ottawa report cannot 
be the last word in the development of Imperial monetary 
policy. We recognize the many difficulties to be over- 
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come, and in particular the needs and position of Canada 
and South Africa. It may be that these two Dominions 
will have to choose definitely between sterling and the 
dollar in one case and gold in the other, and here all we 
can do is to press the practical and sentimental claims of 
sterling. What we have really tried to do is to review 
the monetary conditions of each Dominion and to suggest 
the broad lines of a further approach to the problem 
from the standpoint of the Empire as a whole. 





Stock Exchange Commissions 


HE Stock Exchange Committee have issued to 
members of the Stock Exchange a letter outlining 
the negotiations they have lately been conducting 
with a view to carrying out the wishes of a section of the 
Stock Exchange regarding the reduction of the proportion 
of commissions payable to outside interests. The original 
proposal of the Committee was that while the share 
payable to other interests should be reduced from 50 to 
334 per cent., the share payable to the banks was to 
remain 50 per cent. This did not prove wholly acceptable 
to the Stock Exchange and unofficial meetings were held 
at which resolutions were passed seeking a reduction in 
the banks’ share to 334 per cent. As a result the Stock 
Exchange Committee approached representatives of the 
bankers, but after a thorough discussion the bankers 
replied that they could not entertain the suggestion. 
The bankers’ reply, with the Committee’s final decision, 
is summarized by the Stock Exchange Committee as 
follows :--- 


“ After going thoroughly into the matter the bankers’ repre- 
sentatives stated that the banks could not agree to the proposal 
for the reduction of their share of commission, nor to the proposal 
that the minimum commission should be indivisible, as the bulk 
of their customers’ orders carried this minimum; they could see 
no real reason for any change in the existing practice ; they were, 
through their network of branches, collectors of business, a 
considerable portion of which would not otherwise reach the 
Stock Exchange; they did not think the banks were over-re- 
munerated for the trouble and responsibility they took; if there 
should be what the banks considered an inadequate return of 
commission, they would have to protect themselves; a certain 
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class of business could be carried through without the Stock 
Exchange acting as intermediary, although this was the last 
thing they wished to see put into operation. 

“Subsequently the Committee received a letter from the 
Committee of the Bankers’ Clearing House confirming the views 
expressed at the meeting and intimating that they had regretfully 
come to the conclusion that they were unable to make any 
suggestion which would overcome the difficulties referred to at 
the meeting. 

“The Committee informed the members of the unofficial 
committee of the contents of this letter and immediately pro- 
ceeded to review the situation. 

“In considering proposals for regulating agency or alterations in 
the scale of commission and its division with agents, the Committee 
have always had careful regard to the probable effect of any new 
conditions on the volume of business coming to the floor of the 
‘House,’ and held it to be their primary duty to avoid any 
legislation tending to restrict the flow of business. 

“Any reduction in volume or diversion of business to other 
centres, or arrangements for putting buyer and seller together 
outside the agency of the Stock Exchange, would not only reduce 
the business of both brokers and jobbers, but also materially 
curtail the freedom of markets; prices would then become wider 
and the public suffer accordingly. 

‘‘ The Committee have, therefore, come to the conclusion that 
any variation of the present rules as to sharing commissions which 
go beyond what is contemplated by the enclosed alterations 
would prove detrimental to the interests of all concerned.” 


This statement was issued just as THE BANKER was 
going to press, and so we can only give our first impres- 
sions on the merits of the problem. Our first duty is to 
recognize that members of the Stock Exchange do not so 
much want a larger share of the commission for themselves 
as to reduce the total commission payable by the public, 
and it is to enable them to do this without involving 
themselves in loss that these proposals have been put 
forward. This is a very commendable attitude, but it is 
just as easy to appreciate the justice of the banks’ reply. 
As matters stand, they are just as vital a link in the 
mechanism of the mobilization of investment capital as 
is the Stock Exchange itself, and apart from their natural 
reluctance to sacrifice further income in these days of 
low money rates, they can fairly claim that their share 
of the work is fully equivalent to that of the stockbroker. 

Thus the real point at issue is whether the present 
system is the most efficient or economical. It must be 
remembered that for every actual or potential investor 
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who can, in practice, get into touch with a stockbroker, 
ten are already in touch with the banks. The result is 
that for nine people out of ten, the local bank is for all 
practical purposes their broker, and unless the Stock 
Exchange thought it practicable or desirable for their 
members to advertise themselves, to appoint local 
agents, or to open branch offices, stockbrokers cannot 
establish the same direct contacts with the mass of the 
investing public that the banks can and do to-day. This 
is the strength of the banks’ case, that they are even more 
indispensable than the Stock Exchange, and from the 
standpoint of economy, efficiency and simplicity of 
operation, it is very easy to put up a prima facie case 
that the banks should marry between each other as many 
of their customers’ orders as possible, and only transmit 
outstanding differences between sales and _ purchases 
to the Stock Exchange. With their experience in clearing 
cheques and also in meeting their customers’ foreign 
exchange requirements, the banks could easily evolve 
the necessary machinery. 

This, however, is looking further ahead than is desir- 
able at the present moment. What we are concerned to 
point out is that while the Stock Exchange is right in 
seeking to reduce its charges to the public, the best way 
to bring about that reduction is not to seek to effect it at 
the banks’ expense, but to investigate with the bankers 
the whole machinery of the purchase and sale of securities, 
in which, as we have shown, both banker and broker 
play an essential part. While this investigation should 
be primarily directed towards an improvement of the 
machinery, it would eventually concern itself with the 
proper economic charge to be borne by the public for 
this service, and so by an easy transition with the most 
equitable division of the charge between the various 
elements in the machine. That seems the natural line of 
approach to the problem, which has been brought to a 
head by the pressure of certain members of the Stock 
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Exchange Control 
By Paul Einzig 


N an article entitled ‘ Official Manipulation of the 
I Exchanges,” appearing in the May issue of THE 

BANKER, I tried to give an account of the methods 
applied during the last few years by the monetary 
authorities of various countries, when endeavouring to 
control the movements of their exchanges. Since the 
publication of that article, we have gained a fair amount 
of valuable experience in this sphere. For this reason it 
is, perhaps, not out of place to return to the subject. 

One of the points on which considerable stress was 
laid in the previous article was that the authorities in 
charge of the control of an exchange should confine 
themselves strictly to dealing in spot exchange, and 
should not touch forward exchange. At the time of 
writing that article, there was strong support forth- 
coming from various quarters for the opposite thesis, 
and our authorities have been criticized for having left 
forward sterling to take care of itself. In the meantime, 
however, it has been widely realized that neutrality in 
the forward exchange market is the best policy for those 
in charge of the control. In fact, it is now regarded as 
an established rule that a central bank should never 
enter into forward commitments in its currency. The 
National Bank of Belgium, for instance, while supporting 
spot belgas against the strong adverse trend that de- 
veloped during August, took no interest in forward 
belgas and allowed them to go to a fantastic discount. 
It is only by such means that speculation can be dis- 
couraged. Instead of enabling bears to sell short at a 
rate corresponding roughly to the gold export point, the 
central bank kept aloof, and whoever wanted to sell 
short had to do so at a rate which was well under gold 
point, and which implied a considerable risk. 

Another point raised in the previous article concerned 
the publicity of the official manipulation of the exchanges. 
We pointed out that, while in certain circumstances it is 
desirable that the control should operate in secret, in 
other circumstances publicity would increase its effect. 
In this connection we criticized our authorities for having 

c 
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chosen in the summer of I93I a method which made it 
obvious that sterling was being officially supported, 
when it would have been advisable to disguise the 
operations as far as possible. During the summer of 
1932, the necessity for supporting sterling arose once 
more, though to a much less extent than a year ago. 
The situation was, however, totally different from that 
of 1931. Our general position had become much 
stronger, and our authorities were known to have 
acquired substantial reserves available for the support 
of sterling. In such circumstances it was no longer 
necessary to conceal the operations of support, but on 
the contrary, it would have been to the advantage of 
the authorities to benefit by the psychological effect of 
their operations. Whenever dealers assumed that the 
control was in the market they usually operated in the 
same direction, thereby accentuating the effect of the 
official transactions. A comparatively small amount of 
buying of sterling on the part of the authorities was 
sufficient to bring about a sharp rise in the rate. 
Strangely enough, our authorities did not take due 
advantage of the situation. Instead of operating with 
wide publicity, they employed considerable skill, worthy 
of a better cause, to conceal their transactions. They 
changed the banks through which they operated day 
after day, so that the market was never quite certain 
whether or not the control was in the market. In fact, they 
even went so far as to arrange the support of sterling in 
Paris or New York, so as to disguise their operations. As 
a result, very frequently the market was in doubt whether 
or not the control was operating. Most of the banks who 
were in charge of the support have a considerable foreign 
exchange turnover of their own, so that the market could 
never be quite certain whether they dealt on their own 
account or on account of the Bank of England. Had 
these tactics been pursued in the summer of 1931 it 
would have been highly useful; at that time the weakness 
of our position was only too evident, and it was known 
that the resources of our authorities for the defence of 
sterling were rather limited. It would therefore have been 
desirable to keep the market in ignorance about the 
extent to which these resources were drawn upon. In 
1932, on the other hand, secrecy was superfluous and even 
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disadvantageous, as the position of our authorities was 
strong. Thus our authorities seem to have pursued both 
the tactics of publicity and secrecy at the wrong time. 

Another point of criticism which should not be over- 
looked is the inadequate organization of the control. 
The Bank of England does not possess a foreign exchange 
department that could cope with the task of manipulating 
the exchanges, and on many occasions technical flaws in 
the control were only too painfully obvious. Although 
the task is admittedly very difficult, and it is impossible 
to prevent mistakes, many of the errors could have been 
avoided if the foreign exchange department of the Bank 
had been run by a staff of experienced dealers, and if the 
head of the department had been allowed a certain 
amount of freedom of action to cope with unexpected 
changes in the situation. The foreign exchange market 
will remember for some time the sudden rise of sterling 
on one Saturday in March. The volume of business is 
very small on Saturdays, and on this particular Saturday 
it was expected to be even smaller than usual, as it was 
Boat Race Day, and everybody who mattered went to 
Putney and Barnes instead of going to the City. Dealers 
in continental centres, being aware of this custom, took 
advantage of it. There was a bull drive which took 
unawares those in charge of the official control. Having no 
instructions to cope with such an unusual buying pressure, 
and being unable to get in touch with anyone who could 
give new instructions, they had to allow sterling to 
appreciate. In the afternoon, when those in authority 
returned from the Boat Race, steps were taken to bring 
sterling back to its original level by operations in New 
York. This example may be isolated, but it illustrates 
the necessity of introducing more efficient methods in 
dealing with the exchange control. 
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Banking Law and Practice 


The Advantages of Uniformity 
By Our Legal Correspondent 


F late months bankers have been so preoccupied 
() with the unprecedented financial complications 

and business instability that there has been little 
time to discuss in detail the proposal that was put forward 
in this journal in July. It will be remembered that a 
leading article then appeared on “ Banking Law and 
Practice,” emphasizing the peculiar dangers attendant 
upon much of the litigation to which bankers are unwilling 
parties due to divergent evidence as to the customs and 
practice of banking. Now that the Courts are in vacation 
and acute questions still in litigation are for the time 
suspended, it may not be out of place to revert to the 
topic. It is the more desirable to do this in view of some 
of the communications that have reached us as to the 
definite proposition that THE BANKER then ventured 
to proffer to its readers. Let us recall the point we 
stressed—that a sound banking system, especially so far 
as it relates to the dealing with crossed cheques, ought to 
be uniform in its operation. At present elaborate in- 
structions are given to branches and their officials as to 
the precautions to be taken; yet throughout the history 
of the litigation arising upon Sections 80 and 82 of the 
Bills of Exchange Act—more particularly the latter 
section dealing with the collection of crossed cheques 
for a customer—there have been numberless instances 
where evidence as to “‘ the ordinary practice of bankers,”’ 
the custom of the trade, so to speak, has been diverse. 
The bankers have spoken with uncertain and oftentimes 
variant voices. The suggestion made was that the great 
banks should agree to set up a permanent standing 
committee, composed partly of their legal and partly of 
their practical staff, to settle and codify the practice in 
these matters. Thereupon a uniform book of rules and 
regulations could be based on their recommendations and 
should be generally adopted. The committee would from 
time to time revise and keep up to date this common 
code of practice in the light of accruing developments and 
experiences. Were such a proposal carried into effect, at 
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least the bankers would be able to present a united front 
in Court and offer to the Court a fixed and regular practice 
which by common acceptance would have the force of a 
custom on which reliance could be placed. As matters 
stand the practice is not uniform and the Courts are able 
to cast doubt upon this or that point of practice by 
reason of this divergence. In the introductory leading 
article urging some more united agreement on practical 
points it was not possible to go into any details by way 
of illustration of present difficulties, and one or two 
correspondents apparently desire a more explicit state- 
ment of the position. 

Everyone is familiar with the operation of a settled 
custom or practice in contract law—such a well-recognized 
custom being impliedly agreed to by both parties. For 
instance, on such a basis rests the right of bankers to 
charge compound interest on half-yearly ‘‘ rests’’ in the 
account, and other incidents of the contract are implied 
from other settled rules of practice. But the place of 
custom or rules of practice in cases of alleged negligence 
is entirely different. Negligence is a question of mixed 
fact and law. Does the defendant owe a duty (if so, 
what?) to the plaintiff? Has there been a breach of 
that duty? Now the duty generally set up in cases where 
a true owner’s interests are said to have been negligently 
treated under the protection sections of the Act is a duty, 
says Scrutton, L.J., to use reasonable care in dealing 
with the cheque; that is to say, the ordinary legal duty 
towards everyone not to convert his property—i.e. 
interfere with his rights as owner—is an absolute duty 
and quite independent of reasonable care. But the 
protective sections have “limited that duty in the case 
of bankers dealing with crossed cheques to an obligation 
only to use reasonable care, or by providing that, if the 
bank has proved that it has used reasonable care in 
discharging its obligation to the true owner not to convert 
his property, it was discharged from liability, though it 
had innocently converted or been a party to the con- 
version of that property.” 

In deciding this question, Has the bank proved 
“reasonable care’? there is considerable judicial 
authority to show that the Courts will take into con- 
sideration a universal practice. In the recent case of 
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Savory v. Lloyds Bank, Lid., Lord Justice Lawrence 
cited with approval two of these judicial dicta, one by 
Chief Justice Tindal who, in deciding a question of 
negligence, said : “‘ It appears to us that it is not only an 
unobjectionable mode, but the most satisfactory mode of 
determining this question, to show by evidence whether 
a majority of skilful and experienced brokers (also surely 
bankers) would have come to the same conclusion.”’ 
Secondly, Lord Dunedin in another important case 
(in 1920 A.C.) : “If therefore a standard is to be sought, 
it must be the standard to be derived from the ordinary 
practice of bankers.’’ This and not a few other dicta 
could be cited to show the readiness of the Courts to 
pay heed to recognized general practice. But such 
practice or custom must be general and consistent and 
not divergent. It must also be sound in law. And the 
practice of the bank in Savory’s case, even if it be taken 
as general and universal, was of such a character that it 
left a loophole for fraud whereby persons had taken 
advantage of the well-known custom of one branch of a 
bank collecting cheques for credit of a customer at 
another branch. As carried out in the case cited, that 
custom was applied so that the customer’s branch that 
alone might know facts that would put them on inquiry 
was left ignorant of the names of the drawers and payees 
of the cheques so collected by the other branch. Indeed, 
the Court of Appeal hoisted the bank “ with its own 
petard.”” For by a circular issued in 1930 the bank had 
given the following instructions to its managers : “‘ That 
which goes into an account calls for as much careful 
scrutiny as that which goes out. ... Again and again 
the Courts have decided against the banks when they 
have failed to observe elementary safeguards and... 
we must be continually on our guard to avoid any action 
which might legally be deemed to be negligent.” On 
this Lawrence, L.J., said: ‘‘In view of these explicit 
instructions it is a matter of some surprise to me that 
the respondent bank should have adopted and carried 
on a system under which, as at present operated, no 
effectual scrutiny of what goes into the accounts of its 
customers is possible. . . . Indeed, the elementary rule 
of scrutinizing cheques paid into an account of a customer 
was rendered wholly nugatory and the interest of the 
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true owner entirely disregarded ’’—owing, that is, to the 
different items of knowledge of the facts being divided 
between two branches and not brought together. 

But a striking point of this case, bearing on our 
present plea for establishing uniform practice, is to be 
found in part of Lord Justice Greer’s judgment where he 
doubts the custom as obtaining in the form in which the 
bank had operated it. He says: “I am not sure that it 
is right to say that all bankers have been doing it for the 
last 40 years. It may well be that some bankers do send 
on the necessary information to the customer’s branch. 
It is, indeed, established that a system of paying cheques 
in at one branch for the credit of a customer at another 
branch had been in operation for a long time, probably 
40 years, but I do not regard it as established that the 
practice in every instance of every bank with regard to 
what information is sent on to the customer’s branch is 
identical with the practice of Lloyds Bank and Barclays 
Bank.” 

Here then, again, we are brought up against the need 
for settling more definitely the safe practice whereby the 
Courts can gauge the reasonableness of a bank’s action. 
No doubt the several banks will so amend their rules 
and circulars as to meet the new difficulty, for never 
before had fraud been carried out quite in this mode. 
But would it not be better by following the proposal of 
THE BANKER and seeing to it that by co-operative 
decision the new practice should be made uniform? For 
it cannot be doubted that new difficulties are ever arising 
—the modes of fraud are inexhaustible in their ingenuity. 
But let us all speak with one voice as to our practice as 
a standard of reasonableness in protecting the true 
owner’s interests. 

The more is some general consensus of practice 
desirable when one considers another aspect of the dis- 
advantage of piecemeal adoption of rules to meet fresh 
perils. This also is illustrated by the judgment of 
Lawrence, L.J., who, referring to rules for the guidance 
of bank managers, says: “‘ The mere fact that some 
breach of one of these rules has been committed does not 
of itself necessarily prove that the bank has acted 
negligently, as the rule that has been broken may have 
been made from excessive caution, but in most cases it 
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would furnish a strong prima facie ground for holding 
that the bank had not acted without negligence.” A 
striking instance of this over-caution in admitting a 
new rule too wide is afforded by one of our correspondents 
who refers to one of the rules cited in Court in Savory’s 
case, to the effect that no cheques payable to a limited 
company were to be credited to a third party. This, no 
doubt, is intended to guard against the crediting to a 
private account of a company’s cheque fraudulently used, 
but obviously it goes far wider than any of the decided 
cases call for. Yet it may be cited as in some way 
affecting a particular bank with negligence where but for 
this voluntary adoption of a wider rule negligence would 
be not proven. Does not this consideration also point 
in favour of the proposal for united action in such 
matters ? 

Probably we have found enough in this one case to 
justify our contention. But two other cases may be 
briefly cited pointing to the same need. Take the 
familiar case of Underwood v. Martins and Barclays 
Banks (1924, I K.B.). There was the too common case 
of a company official endorsing and paying cheques 
payable to the company into his own private account. 
And among other defences to the action was that as 
the bank had credited the cheques before clearance they 
had become holders in due course and the property being 
then theirs there was no conversion of the true owner’s 
property at all. On that point the pass-book notice was 
quoted : ‘‘ The bank reserves the right, at its discretion, 
to postpone payment of cheques drawn against uncleared 
effects which may have been credited to the account.” 
Lord Justice Scrutton used this as supporting the view 
of the Court which he expressed thus : “‘ The case where 
an agent for collection becomes a holder for value must 
turn on an express or implied agreement between banker 
and customer, that the latter may draw against the 
cheques before they are cleared. ... Here I can see 
nothing of such an agreement and, in fact, none of the 
cheques was in fact drawn against before clearance... . 
The bank cashiers did, in fact, use their discretion.” 

Next, glance again at the case of Slingsby’s executors v. 
District Bank, where a question of proper endorsement 
(tnter alia) became a very relevant matter. In the Court 


es 





BANKING LAW AND PRACTICE 27 


below Wright, J. (now Lord Wright), examined the 
practice of bankers regarding the proper endorsement in 
the cases of cheques payable to “A.B. per X.’’ First, 
as to the form of a payee per an agent, the learned judge 
said such a practice dated at least to the early years of 
this century, but added: ‘“‘ The form is used only in a 
limited class of cases. The most numerous are the 
collection of dividends by a bank for its customers; also, 
but less frequently, this designation of the payee is used 
. . . for instance, where a solicitor, requiring money to 
accept completion of a conveyance for his client receives 
a cheque payable to the client ‘ per’ the solicitor. Other 
similar occasions are of payment to the agents of an 
underwriting syndicate, to collectors per overseers, or to 
agents to collect payments against bills of lading... . 
The banking witnesses called by the defendants stated that 
the entire number of these cheques was only a fraction 
of 1 per cent. of all cheques dealt with, and of even these 
the most numerous by far was that of dividends paid 
through a bank receiving payment in order to credit the 
customer’s account.” 

Then what is the proper endorsement? Certain 
banking witnesses stated that such cheques were endorsed, 
not A.B. per X., but simply X. In strict law that is 
clearly wrong, for as Wright, J., pointed out, the simple 
rule is that in such cases X. can only sign as authorized 
by A.B., and can sign only in a representative capacity, 
his endorsement, in principle, being in correspondence 
with the designation of the payee. Not only in law but 
in the main, in practice, this is held to be the correct 
endorsement. For as against the witnesses called in this 
case for the bank, it was pointed out that the Institute of 
Bankers had in its official publication laid down the 
proper practice to be in accordance with the law. 
Although in the exceptional case of paying dividend 
warrants from banker to banker the custom is well 
recognized that the simple signature of the banker is 
sufficient. That, however, is a very special case, and 
apart from it the ordinary rule of law ought to be observed, 
and the judge gave his unqualified support to the view 
that if it is indeed the case that the practice of banks 
in regard to the correct form of endorsement of these 
cheques is becoming divergent, it is advisable that the 
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strict legal rule should be observed universally. It was 
pointed out that the incomplete and irregular endorse- 
ment in this case actively facilitated the fraud of the 
dishonest agent. 

The point of all this for our present purpose is that it 
is most undesirable that banking witnesses could be called 
to show any divergence in so elementary a matter of 
good common sense and law. And this was emphasized 
when the case went to the Court of Appeal. The Lords 
Justices recognized the exception of dividend warrants 
paid to banks; but for the rest stoutly said that there 
was no custom proved to the effect of any more general 
acceptance of such an endorsement. Indeed, the diversity 
of practice, as put in evidence at the hearing of the case, 
was confusing and unsatisfactory; some of the bank’s 
own witnesses expressly declaring that the published 
opinions of the Institute of Bankers were wrong. 

What has been said so far has, we trust, answered our 
correspondents’ requests for a fuller explanation of the 
references in an original article to the practical difficulties 
exposed by legal argument. The above, however, are 
but a few instances. There are many other matters in 
which variant views of banking witnesses have been 
before the Courts, notably in cases affecting pass-books 
and their use and legal effect, business to do with 
guarantees, inquiries as to credit, and so on. Bankers 
are perpetually taking risks in business, but desire to 
minimize them as much as possible. At least, would it 
not be well to guard against the peril of differing 
versions of banking custom by arriving at more general 
and universal practice on points that experience shows are 
peculiarly open to disputation in the Courts? As banking 
has developed in its modern forms the need for an 
unbroken front to litigious persons has become more 
and more obvious. 
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Building Society Policy 

HOUGH many famous building societies have been 
| in existence for several generations, it is only 
within comparatively recent years that the move- 
ment has swollen to its present size. The cause of its 
increase is well known. The function of a building 
society is to mobilize capital, mainly an accumulation 
of small savings, and render it available to house-owners 
in the form of long-term loans on mortgage. During the 
past thirteen years there has been an enormous expansion 
in house-building activity and an enormous increase in 
the number of house-owners as opposed to tenants. 
Hence there has been a big increase in the demand for 
this kind of accommodation, and the building societies 
have been doing their best, on the whole successfully, 
to keep pace with this demand. In fact, a few more 
conservative financial observers have expressed the view 
that the building societies have been in danger of expand- 

ing both their assets and liabilities too far and too fast. 
In one sense a building society resembles a bank, 
for it accepts money at interest with the object of re- 
lending it at a higher rate; and, like a bank, it has to 
meet its expenses and accumulate its reserves out of 
the margin between the rate it pays and those it earns. 
Unlike a bank, however, a building society is not bound 
to repay money lodged with it on demand, whether that 
money takes the form of shares or deposits. The rules of 
one big society provide that twenty-eight days’ notice 
are required for all withdrawals, and that “ if at any time 
the money in hand should not be sufficient to meet all 
claims as fast as they become due, they are to be paid in 
rotation.”’ A bank could not adopt that attitude without 
committing an act of insolvency. On the other hand, 
the building societies have in practice ceased to avail 
themselves of this period of grace, and so could not 
enforce it without giving rise to serious misgivings among 
their members, such as would be liable to cause a run. 
To this extent the distinction between a building society 

and a bank is more apparent than real. 

A building society, however, occupies a far less liquid 
position than does a bank, for no banker ever locks up 
a substantial part of his resources in long-term loans on 
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the security of house property. To counter-balance this 
loss of liquidity a building society has to be careful to main- 
tainan adequate proportion of its funds either in the formof 
cash, or else in Treasury bills, Government stock, or high- 
gradesecurities of a kindwhich can be instantlyrealized. It 
must always be remembered that, unlike a bank, a building 
society has definitely engaged not to call its loans on 
mortgage ahead of the agreed dates, which run not into 
months, but into years. Against this, however, money 
placed with a building society is not regarded by its owner 
as money available at once and to be spent at will. It 
usually consists of savings which the owner will only 
draw upon in an emergency. Hence so long as it com- 
mands the confidence of its investors, a building society 
can usually gauge the rate of leakage of its resources. 

Since the war the leading building societies have been 
accustomed to work on a 14 per cent. margin between 
their deposit rate and the rate charged on their advances. 
Until the early part of this year the share rate was 5 per 
cent., and the advance rate, after making allowance for 
fines, etc., about 63 per cent. This 1} per cent. margin 
not only had to provide for expenses and reserves, but 
also had to compensate for the lower rates earned by the 
society’s more liquid investments. 

The events of the past few months have combined to 
bring about a sudden change in both policy and rates. 
The depression of 1930 onwards began to restrict new 
house-building of the middle-class type financed by the 
societies, and must have also made them watch more 
carefully the solvency of their debtors, though there is 
no evidence yet of any widespread default. The fall in 
money rates affected seriously the yield on their liquid 
investments, and the drop in the return on Treasury bills 
to under I per cent., and the fall in the London bankers’ 
deposit rate must in particular have been a serious matter. 
All this time the rates offered on their shares were 
becoming a greater attraction to the public with each 
successive fall in bank deposit rates or rise in the price 
of gilt-edged stocks. Thus by the end of June they were 
faced with the prospect of a further influx of funds just 
at the time when it was becoming more difficult to find 
remunerative uses for new money. 

Then came the War Loan conversion, and with it the 
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threat of a huge new diversion of funds to the building 
societies. In their own interests, as well as in that of the 
conversion scheme, it was essential that this danger 
should be scotched, and so the leading societies suddenly 
imposed a limit of £250 upon additions to old investments 
and also restricted new investments to a maximum of {50. 
At the end of August, the four leading societies agreed to 
reduce their rate on new mortgages by $ per cent., making 
the effective rate 6 per cent. in place of 63 per cent. 

In one sense this creates an anomalous position, for 
old mortgages still bear interest at the old rate. It is 
true that the societies can make to dissatisfied borrowers 
the traditional reply : ‘“‘ Did ye not agree with me for one 
penny a day?” but this is not a complete answer, for 
while a society cannot call in an advance ahead of time, 
the borrower is always free to repay. In establishing this 
discrimination, the societies are apparently engaged in 
testing the monetary outlook. If the present era of cheap 
money came suddenly to an end or if outside investments 
proved more attractive, there would be danger that a 
reduction in rates might cause a sudden and embarrassing 
withdrawal of members’ capital. Again, the general 
reduction of both long-term and short-term interest 
rates has reduced the societies’ income from their liquid 
investments, while last autumn’s budget added to their 
income tax liabilities. Thus their loans on mortgage 
have to carry a bigger load than up to a year ago, and 
this load is likely to increase as liquid securities held by 
them mature and have to be replaced by new securities 
of a less remunerative character. Hence, while they 
recognize that the time has arrived for a moderate 
reduction in interest rates on mortgages, they are waiting 
to see whether the present low interest level is likely to be 
maintained before taking any action so far-reaching as a 
general reduction. 

The question has at once been raised as to whether 
they can maintain this discrimination between old and 
new borrowers in practice, for in theory there is nothing 
to prevent a borrower from redeeming his mortgage with 
one society by the simple process of taking out a new 
mortgage with a second society. In practice, a switch 
is not as easy or as profitable as it looks, for survey and 
solicitor’s fees and stamps have to be paid whenever a 
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mortgage is taken out. These are governed by a sliding 
scale dependent upon the size of the loan. For small 
loans they are equivalent to over 14 per cent. upon the 
amount borrowed, and they only approximate to } per 
cent. in the few cases where the loan exceeds £2,000. 
These fees are sufficient to preclude any switching, so 
long as mortgagors feel that there is a possibility of a 
reduction in the rate on old mortgages some time within 
the next year, especially as a gross saving of 4 per cent. 
in interest payable becomes a net saving of 3 per cent. 
when allowance is made for income tax. The societies 
no doubt relied on this fact when they adopted their 
policy of discrimination. 

At the same time, it is by no means clear that the 
societies were entirely well advised. The grounds for 
this discrimination will not necessarily be understood 
by borrowers, who are likely to feel some resentment. 
Again, the building societies do not have the whole 
house mortgage field to themselves, for while the banks 
do not engage in this class of business, it possesses certain 
advantages for insurance companies and also for private 
lenders ; and it is quite conceivable that the present fall 
in long-term interest rates will direct the private investor’s 
attention to the possibilities of mortgages. Of course, 
the building societies possess one great advantage over 
private investors from the point of view of borrowers, for 
they engage not to call their loans without notice, but 
to permit their gradual repayment over a definite term 
of years. Also their fees amount to less than those 
charged by solicitors and surveyors acting on behalf of 
private lenders, who do not work on the same large 
scale as the building societies. 

Even so, in times of cheap and plentiful money like 
the present, it is the borrower who in the long run calls 
the tune, and it would obviously be better for the building 
societies to meet the wishes of borrowers before they are 
faced with a serious shrinkage in their mortgages which 
form both their proper and their most lucrative form of 
investment. Nor with savings banks’ deposit rate at 
24 per cent., country deposit rates at about 2 per cent., 
London bankers’ deposit rate at 4 per cent., and the yield 
on Savings Certificates at a maximum of 33 per cent., 
need they fear the immediate consequences of the reduc- 





BUILDING SOCIETY POLICY 33 


tion in rate payable on their share capital to 4 percent. It 
seems safe, too, to trust that money will remain cheap for at 
least a reasonable time, in view of the repeated Govern- 
ment declarations to that effect. We should, therefore, 
expect that in their own interests the building societies 
will decide to extend to old borrowers the concession 
now granted to new borrowers, and if they can see their 
way to make an early declaration to that effect, they 
may relieve a certain amount of uneasiness and also 
prevent a needless shifting of borrowings from one 
lender to another. 





American Banking Conditions 


By a Correspondent 


Toe recovery in the security markets which at the 
date of writing (the second week in September) 
has been in progress, in the case of bonds for fifteen 
weeks, and in the case of stocks, for nine weeks, has 
continued to dominate the financial situation. Measured 
by the accepted averages the gain in stock prices has 
amounted to 111-6 per cent. The total value of all 
shares listed on the New York Stock Exchange advanced 
during the months of July and August by $12,149,022,229, 
or 77°7 per cent. ; the recovery in July was $4,861,279,888, 
or 31°I per cent., and that of August $7,287,742,341, or 
35°5 per cent. 

The effects of this extraordinary rise in security prices 
upon sentiment throughout the country have been 
far-reaching. Although thus far there have been no 
tangible signs of any improvement in the heavy indus- 
tries, small business has been greatly stimulated and on 
all sides there are confident predictions of a general 
upturn later in the fall. Whether the improvement in 
stock and bond prices has not already discounted the 
most that can reasonably be expected in the way of 
business revival in the coming months is a question that 
is beginning to concern the more sober observers of the 
markets’ behaviour. What would be the effects if general 
business failed to improve it is dreadful to think. 

Among those who are not content to believe that the 
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stock market is merely fulfilling its traditional function 
of discounting a coming revolution of the business cycle, 
two theories have been advanced to explain the rally. 
The first is that the whole affair is a matter of ‘“‘ managed 
recovery’ staged by the Republican party and its 
wealthy supporters for the purpose of making the country 
safe for the party now in power at the November election. 
As a complete explanation of what has occurred this idea 
is manifestly too simple. Nevertheless it is true that, 
quite apart from whatever bearing the national elections 
had upon the matter, the Federal Government, assisted 
by business leaders of every political allegiance, has been 
waging the most determined fight upon the depression 
yet undertaken. 

The emergency measures enacted in the closing 
session of Congress and outlined in my last letter have 
been rapidly brought into action. To secure the co- 
operation of business leaders for the most effective 
working of these measures, President Hoover during the 
last week of August summoned to Washington 150 of 
the most important bankers and industrialists in the 
country, comprising the membership of the various 
banking and industrial committees set up in each of the 
twelve Federal districts a few months ago for the purpose 
of ‘‘ making affirmatively useful ’’ the enormous amount 
of credit that had been pumped into the market by the 
Federal Reserve system. While little of a tangible nature 
came out of this imposing gathering it is significant that 
even the most sceptical of Wall Street’s bankers came 
back imbued with renewed confidence as to the ability 
of the country to climb out of the depression and the 
efficacy of the steps already taken. 

In connection with these Administration efforts the 
New York Clearing House banks after a good deal of 
delay have carried into action the plan suggested some 
time ago by Eugene Meyer, Governor of the Federal 
Reserve Board, for a corporation to make loans to users 
of raw materials located in sections of the country 
where, as an aftermath of the banking troubles earlier 
in the year, credit is scarce or impossible to obtain. The 
new organization, which is called the Commodities 
Finance Corporation, has at its disposal $50,000,000 of 
funds supplied by subscription on the part of the New 
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York City banks to that amount of the Corporation’s 
notes. Operating through two subsidiaries, one to make 
direct loans and the other to do an acceptance business, 
the Corporation will, in the words of its sponsors, “finance 
the purchase, carrying and orderly marketing of com- 
modities on the part of commodity users.” It will not 
itself purchase commodities. 

The second of the theories referred to above as 
attempting to explain the rise in security prices is that 
it is an inflationary movement resulting from the credit 
expansion policies of the Federal Reserve and the pumping 
of Government credit into private business through the 
Reconstruction Finance Corporation and other agencies. 
The best answer to this interpretation is that supplied by 
the National City Bank in its September bulletin. The 
bank said : 

“We are of the opinion that the term ‘ inflation ’ does 
not apply to the creation of government credit to replace 
private credit destroyed through panic, or to the creation 
of Reserve Bank credit to replenish bank reserves which 
had been depleted by people burying currency in the 
ground. Under these conditions there was no addition 
to the supply of credit in use, and, in fact, the volume of 
bank loans and investments has continued to decline to 
this day. 

““ Now there is more confidence and rising markets, 
but no more demand for credit. The government is not 
making use of these measures to speculate in the markets, 
nor is it operating the printing press to pay its bills. 
Moreover, the Reserve Bank credit put out to replace 
the currency and gold withdrawals is being retired, and 
undoubtedly will be reduced further as the currency and 
gold come back.”’ 

Whatever the underlying causes of the advance in 
security prices the movement has tremendously strength- 
ened the general banking situation. During the latter 
stages of the decline most of the larger banks, with the 
approval of the banking authorities, carried the security 
loans of many of their customers long after the market 
value of the collateral had sunk below the principal of 
the loan. During the past few weeks it has been possible 
to correct this situation without hardship to borrowers, 
and the banks have acted accordingly, as the steady 
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decline in the volume of security loans reported through- 
out the period of advancing prices bears witness. At the 
same time the rise in the bond market has made possible 
a recovery of losses previously written off on account of 
the banks’ own portfolios. These recoveries incidentally 
are not likely to be transferred back to surplus, but for 
the most part will be used to set up hidden reserves. 
After the experience of recent months bankers are eager 
to prepare a cushion to fall back upon in the event of 
another storm. 

Additional factors contributing to the improvement 
in the banking situation in recent weeks were the further 
gain in gold and the continued return flow to the banks 
of currency previously hoarded. Monetary gold stocks 
increased by $112,000,000 during August, due chiefly to 
the continued release of gold previously earmarked for 
European account, and at the end of the month amounted 
to $4,086,000,000, or $177,000,000 above the low point 
touched in June. 

The indebtedness of member banks to the Federal 
Reserve was reduced by $100,000,000 during August, 
which carried it to the lowest levels since last September, 
while Reserve balances increased by a further $70,000,000. 
The decline in the total loans and investments of reporting 
member banks in leading cities was arrested during 
August, and a net advance of $205,000,000 was shown 
between July 27 and August 31. The gain was due 
entirely to an expansion of investments, chiefly in United 
States Government securities; total loans have declined 
by $196,000,000, the reduction in loans on securities 
being $75,000,000. 

The credit expansion programme of the Federal 
Reserve System came to an end in August so far as 
additional open market purchases of “ governments ”’ 
was concerned. During the twenty-five weeks of active 
operation of the campaign the System had purchased 
$1,110,000,000 of United States Government securities, 
thereby financing the export of $450,000,000 of gold, the 
reduction of nearly $400,000,000 in member bank in- 
debtedness, and an expansion of about $100,000,000 in 
currency, as well as enabling the member banks to pile 
up $250,000,000 in excess reserves, promoting widespread 
ease in credit, 
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Open-market money rates showed no quotable changes 
during August, but the increasing abundance of funds 
was indicated by the improvement in government bond 
prices and the strong demand for bankers’ bills and 
commercial paper. 

*.* Readers will note that our correspondent’s report 
was mailed immediately before the mid-September break 
in prices on the commodity and stock markets. 


French Banking 


By a Correspondent 


‘Ty French money market remains characterized 
by an extreme abundance of resources. Such is 
the plethora of funds that events which usually 
cause a tension pass nowadays unnoticed. The short- 
term money rates do not show the least alteration, in 
spite of the changes in the supply and demand of funds. 
The month of August was particularly characteristic in 
this respect. Usually at this period of the year there is 
an increase in the demand for capital and a slight rise in 
money rates. The financing of the crops requires fairly 
substantial funds, and the payment of direct taxes also 
tends to reduce resources. There was no rise of interest 
rates this year; on the contrary, there was a declining 
tendency, as is shown by the following table : 

End of Endof End of 

June, July, August, 

1932 1932 1932 
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cent. in August. The rates of loans on Bons de la Défense 
Nationale showed also a slight decline. Negligible as 
the decline is, it is worth mentioning because of the fact 
that in normal conditions the seasonal factor tends to 
raise money rates at this time of the year. 

The monetary ease is due to the huge amount of idle 
resources. The leading banks especially possess cash 
well in excess of their requirements. It is sufficient that 
they should show themselves more liberal in the matter of 
credit—as was the case in August—to counteract any 
increase in the demand for accommodation. The firmer 
tone in the financial market contributed also to the 
restoration of confidence. Funds which have been 
hoarded for months have been deposited with banks. 
The tendency is far from being general, but was sufficient 
to strengthen the situation of the leading banks and to 
create a slight decline of money rates. 

The easy monetary conditions are also shown in the 
returns of the Bank of France. Discounts show a further 
decline. The following table compares the returns of 
the central bank : 

End of End of End of 








June, July, August, 

1932 1932 1932 

ASSETS. —- 
Gold reserve .. 7” as .- 82,100 82,168 82,239 
Foreign exchange reserve (total) .. 6,068 5,219 5,128 
Available at sight . . ae “s 4,290 3,385 3,308 
Available on term. . a0 - 1,778 1,835 1,820 
Discounts (total) ae a én 4,194 4,167 3,728 
Bills on France .. wa - 3,929 3,905 3,466 
Bills on foreign centres .. ia 265 262 262 
Advances on bullion. . aa “a 1,443 1,502 1,509 
Advances on securities Ai - 2,715 2,747 2,761 
Bills of the Caisse Autonome bea 6,626 6,621 6,621 
LIABILITIES. 

Note circulation “a 80,667 82,118 79,912 


Current accounts and deposits (total) 27,502 25,774 27,408 
Of which— 


Treasury .. on - ns 81 1,107 814 
Caisse Autonome .. ee és 2,800 2,633 3,167 
Private accounts .. “a .- 24,254 21,707 23,100 
Sundry nn i i nis 367 326 326 
Total of sight liabilities és .. 108,169 107,891 107,320 
Percentage of gold cover .. -- 75°90%  76°16%  76°63% 


From 4,167 millions, discounts declined in August to 


a 
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3,728 millions. Twelve months ago they amounted to 
7,614 millions; in the course of a year they have thus 
declined by nearly 4 milliards. This decline is partly 
due to the aggravation of the economic crisis which 
reduced credit requirements. The factor of the improve- 
ment of monetary conditions has played, however, an 
even more important part in it. In the course of the 
last twelve months, the gold reserve of the bank con- 
tinued to increase. The influx of gold has increased the 
amount of resources. As borrowers found it easy to 
meet their requirements in the market there was no need 
to apply for credit to the Bank of France. The central 
bank has thus completely lost control over the money 
market, and will not recover it until conditions become 
less liquid in the market, which does not seem to be 
imminent. In order that gold should be exported it 
would be necessary that French banks and investors 
should resume placing their funds abroad. Owing to the 
uncertainty of the international situation this does not, 
however, appear likely. 

Even if French banks were prepared to return their 
funds abroad, they would meet with opposition on the 
part of the Government. Having decided to convert a 
substantial part of the public debt, it aims at increasing 
rather than reducing the liquidity of the market, so as 
to assure the success of the operation. To that end it 
will seek the aid of the banks, including the Bank of 
France, which will probably be induced to lower its rate 
on advances on securities. 

The conversion of the rentes continues to preoccupy 
the Government of M. Herriot, which remains divided 
not only as to the time of the operation, but also as to 
its expediency and its chances of success. As we pointed 
out last month, it would have been much easier to solve 
the problem in the spring of 1931, when the general 
situation of the country was much more favourable. 
Doubtless the excellent result of the conversion of the 
British War Loan has encouraged the French financial 
authorities to decide upon a conversion. Even if holders 
of all loans bearing interest of 5 to 7 per cent. were to 
be called upon to convert their bonds the amount involved 
would not be more than about a hundred milliard 
francs, which is about half of the £2,087 million of War 
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Loan which is being almost entirely converted into 
34 per cent. type. Moreover, if the patriotism and civic 
virtues of the British nation were remarkable in such 
circumstance, the French Government would not presume 
too much in hoping that a strong tendency of public 
spirit would provide similar assistance. 

Three reasons, of a technical, political and historical 
character will render the French conversion more difficult 
than the British conversion. Their examination will 
make it easier to understand the hesitation of Paris in 
face of the transaction. 

Technically, an operation of such magnitude ought 
to be prepared well in advance. The British Treasury 
ever since the end of the war endeavoured to obtain a 
uniformity of interest rates, with a consistency charac- 
teristic of its financial policy. The French authorities, 
often working against time, and overwhelmed by political 
circumstances, were not in a position to work in a similar 
direction. The list of French Government issues since 
the war shows a striking diversity of interest rates and 
other terms of issue. It goes without saying that until 
1919 the necessity of obtaining fresh resources threw in 
the background every other consideration. This does not, 
however, hold good for the subsequent loans. Thus, 
there is much to be said about the 5 per cent. loan of 
1920, redeemable at 150 per cent., which was far too 
unfavourable for that period, and practically obstructed 
a future reduction of interest rates. It is equally difficult 
to justify the terms of the 6 per cent. loan of 1920, 
amounting to 28 milliards. Leaving apart the 4 per cent. 
loan of 1925 with guaranteed exchange, issued during a 
particularly difficult period, it is extremely difficult to 
justify the issue of the 6 per cent. loan of 1927, whose 
proceeds of 18-2 milliards served for the redemption of 
Bons de la Défense Nationale, the Credit National issue 
of 1922, and the 1923 Treasury Bonds, considering that 
it was followed in 1928 by the issue of a 5 per cent. loan 
whose proceeds amounted to 214 milliards. It is there- 
fore permissible to point out that the four big loans, 
those of 1915-16, 1920, 1927 and 1928, representing a 
total of 784 milliards, might have been obtained at more 
favourable terms, not to speak of the 6 per cent. bonds 
of 1927 and of the Treasury bonds of 1927. 
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A circumstance even more unfavourable than the 
variety of the terms of the loans is the budgetary situation. 
After an era of revenue surplus and prosperity, France is 
confronted with deficits of 3 milliards for 1930-31, 
5 milliards for 1931-32, and 7 milliards for 1932-33. 
At first sight it seems, indeed, absurd to consider a 
conversion in such circumstances. This is a drawback 
which the British Government escaped, as it obtained 
in advance a budgetary equilibrium. Fortunately, the 
Government bonds are held in France even more widely 
than in Great Britain, and the prevailing conditions make 
it very difficult for the small investor to find an invest- 
ment outside the class of Government securities. More- 
over, the work of the Caisse Autonome also inspires 
confidence in the rentes. It is also hoped to balance the 
budget whose deficit is attributed to the crisis rather 
than to bad management of public finance. It ought to 
be borne in mind that since its establishment in 1926 the 
Caisse has redeemed internal debt to an amount of 
19,766 million francs, in addition to a considerable 
reduction of the outstanding amount of Bons de la 
Defense. It is largely thanks to its redemptions, amount- 
ing to 4,379 millions in 1931, that the tendency of the 
rentes has been firm on the Bourse until last year. In 
fact, a very moderate economic recovery would be 
sufficient to bring about a rise of the rentes, enabling the 
Government to reduce interest rates. The following 
figures show the average price of rentes : 





Average, Average, Average, 1932, 1932, 
Rentes 1926 1929 1930 30 June Io Sept. 

5%, 1915-16 -» 54°9 101-8 102°2 98-6 100°3 
%, 1920 .. os gars 123°7 134°9 116°3 127°8 
5%, 1928 .. nae 99°3 1032 97°3  -IOI4 
6%, 1920 .. -- 64°3 104°I 103°2 100°3 I0I*2 
6%, 1987 .. na oe 109°6 106-3 1036 103°6 


From a political point of view, the conversion planned 
by M. Germain Martin, the Finance Minister, who has 
undertaken a praiseworthy crusade to overcome resist- 
ance in the Cabinet and in Parliament, is not popular 
among the parties of the Left and among the smallholders 
of rentes. The latter intend to invoke the Law of 
March 31, 1931, Article 74, which states: “ Every 
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conversion of Government rentes has to be authorized 
by a law which determines also the extent and conditions 
in which smallholders of rentes who have suffered losses 
through the depreciation of the currency should benefit 
by the economy obtained through the conversion.” 
This compels the Treasury to compensate by various 
means (premiums, life annuities, etc.) the smallholders 
affected by the depreciation of the franc. If under 
Socialist pressure this clause is interpreted in a generous 
sense it would reduce considerably the saving obtained 
through the conversion. 

It may be added that, historically, the past century 
has not been favourable for the conversion of even small 
amounts of debt, though in easier conditions than those 
prevailing at present. It is thus easy to understand the 
resistance to M. Germain Martin’s efforts to obtain a 
conversion. Between 1825 and 1902, when the last 
conversion was carried out by M. Rouvier, the total 
economy in interest on public debt was 160 million gold 
francs, while the amount of the capital increased by 
24 milliard gold francs. During the same period, Great 
Britain reduced her interest service by 190 million gold 
francs, while the principal of the debt increased by 
160 millions only. 

It is thus not surprising that the ambition of the 
French Government declines with the approach of the 
date of the convocation of Parliament which has to pass 
the conversion law. Since the Act of March 31, 1931, 
a decree is no longer sufficient for a conversion. At their 
meeting of September 16, both Houses will have to 
examine the scheme fixed by the Government. While 
originally it was hoped that over 100 milliards of bonds 
can be converted, there is now talk of some 80 milliards 
only. While originally the new rate of interest was 
hoped to be fixed at 4 per cent. at par, this has been 
gradually modified to a net yield of 4} per cent. 

However it may be, it is always difficult in France, 
the country of unexpected changes, to foresee the future, 
and it is possible that, after recent violent conflicts, we 
shall witness a sudden manifestation of national 
unanimity in favour of the scheme which, in that case, 
would have a more favourable reception by the public 
than was originally expected. In any case, the price of 
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the 5 per cent. loan of 1915-16 and of the 6 per cent. 
loan of 1920 does not constitute an obstacle to the 
proposed conversion, for they are above par. Moreover, 
the bearish tendency in rentes that began with the 
elections in May gave way to a better trend since July. 
Private borrowers have suspended their operations so as 
not to compete with the Treasury, and the latter has 
reduced the interest on its bills, so as to divert capital 
from short-term to long-term investment. It also ought 
to be remembered that, unlike the British conversion, 
the bonds affected by the French conversion are in a 
stable and well-secured currency. Thus, a number of 
favourable factors will assist France in her task which 
is to result in economies amounting to some 1,300 million 
francs. She will thus join in the international current 
towards a reduction of the rate of interest on long-term 


loans. 
* x * * * 


The article of our Paris correspondent was written 
before the announcement of the conversion scheme, but 
his conclusions are, nevertheless, interesting. He was 
right in saying that the idea of a 4 per cent. conversion 
was being abandoned in favour of a less ambitious scheme 
of a 44 per cent. conversion; the amount involved was 
somewhat higher than his forecast, but considerably 
below the 100 milliards originally planned to be subject 
to conversion. He was also right in envisaging the 
possibility of unanimous Parliamentary support for the 
scheme ; the bill was passed with a majority that is most 
exceptional in the French Parliament. 
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German Banking 
By a Correspondent 


N August 28, Herr von Papen, Chancellor of the 
() Reich, announced the economic programme of his 

Government, and on September 4 this programme 
became law through a Presidential Decree. Between 
August 29 and September 7, the Berlin Bourse experi- 
enced one of its most pronounced rises during recent 
years. The Government’s economic programme may 
have provided a starting-point for this rise, but it would 
be incorrect to say that the actual proposals were the 
direct cause of the upward movement, which may be 
regarded as a belated reaction to the international rise. 
The optimistic judgment of the situation, and the view 
that we are on the eve of a trade revival has become 
widely adopted also in Germany, after a period of anxious 
expectation of what the Government intends to do. 
Indeed, the most important part of Herr von Papen’s 
programme is what was omitted from it. Inflation, 
autarchy, and compulsory reduction of interest were the 
dangers that had menaced German trade, and it was 
with great relief that the Bourse and business world 
learned that none of these economic experiments had been 
introduced. 

Although during the weeks preceding the publication 
of Herr von Papen’s programme great reticence was 
shown in the discussion of currency problems, it may 
now be admitted that the danger of inflation and of a 
depreciation of the reichsmark was then by no means 
unjustified. The desire to attempt to put an end to the 
crisis and to unemployment with one stroke by legis- 
lative measures had been emphatically brought to the 
Government’s notice. There was a danger that the 
most extreme of all proposals would be realized. Accord- 
ing to a scheme proposed by the National Socialists, 
Germany should be made economically independent of 
the international economic system, and it was also 
suggested that an “internal mark” should be created 
which could be issued without regard to considerations 
of reserve requirements or of exchange rates; although 
this project was contrary to the existing Reichsbank 
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legislation, its realization was, nevertheless, within the 
limit of possibility. It is largely thanks to the untiring 
efforts of the President of the Reichsbank that the 
Government rejected that plan. 

The scheme of Germany’s economic isolation was 
even more popular than that of the “ internal mark.”’ 
According to this, Germany should be made self-sufficient, 
and her imports should be confined to a few indispensable 
raw materials. Those in favour of the scheme are aware 
that a German embargo on imports would result in 
retaliation on the part of Germany’s customers and would 
destroy German export trade. In their opinion, however, 
the strengthening of German agriculture and of those 
industries which cannot at present develop owing to 
foreign competition would make the sacrifice worth 
while. In any case the export surplus is not sufficient 
for the payment of Germany’s external debts; it is 
proposed that the policy of favouring exports should 
definitely be abandoned. Owing to the political strength 
of agricultural interests in Germany, which have done 
their utmost to check completely the importation of 
food, it was possible that the Government might have 
decided to adopt this scheme of economic autarchy and 
sever economic connections with foreign countries. A 
complete embargo on imports and its effect on exports 
would have resulted in the cessation of the payment of 
interest on foreign credits, and would have dealt a fatal 
blow to Germany’s external credits. The Government 
of Herr von Papen has rejected that plan. 

The most menacing of all dangers during the last few 
weeks was a compulsory reduction of interest rates. It 
appeared all the more necessary to reckon with that 
possibility as, having rejected the proposed measures 
for inflation and economic isolation, the Government was 
expected to bring some other kind of relief to agricultural 
and industrial interests over-burdened with debts. In 
fact, a bill for a reduction of interest rates on State and 
municipal loans, mortgage bonds and industrial deben- 
tures was already drafted, and the new interest rate 
was to be fixed in the vicinity of its pre-war level— 
somewhere between 3$ and 4} per cent. Fortunately it 
was possible to convince the Government that a measure 
amounting to a breach of all contractual liabilities, and 
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to favouring debtors at the expense of creditors, would 
affect the thrift of the nation to a very great extent, 
and would paralyse the German capital market for years 
to come. No definite decision has yet been taken about 
the question of interest rates, but the Papen programme 
contains no steps, and recent suggestions view only the 
establishment of authorities which are to reduce interest 
to certain categories of needy debtors. As is indicated 
by the rise in the price of German fixed interest-bearing 
securities, the danger of a compulsory reduction of 
interest rates is believed to have subsided. 

What Herr von Papen introduced in the place of the 
discarded schemes meets with the full approval of German 
business circles. There is, in the first place, Herr von 
Papen’s attitude towards private enterprise. Unem- 
ployment is to be reduced, not through public works for 
which there is no money, but through the initiative of 
private enterprise. The State is to assist business by a 
substantial reduction of taxation. For the present, an 
actual reduction of taxes is impossible, as it would 
unbalance the budget. But taxpayers will obtain 
Government certificates for 40 per cent. of their turnover 
tax, ground rent and industrial tax, and for 100 per cent. 
of their supertax. These certificates will be refunded in 
five equal instalments between April 1, 1934, and April 1, 
1939. They will not be refunded in cash, but will be 
accepted in payment of taxes. As the annual amount of 
taxes is about 6 milliard reichsmarks and the annual 
amount of these certificates will be only 400 millions, 
there will be no difficulty in using the latter for the 
payment of taxes. 

The issue of these taxation certificates involves, of 
course, a reduction of taxation revenue from 1934 
onward; it is not the present taxes, but those from 1934 
onward that are being reduced. From a budgetary point 
of view this is a dangerous measure, but the overwhelming 
majority of German opinion finds it justified. Should the 
economic situation improve by 1934 there will be no 
difficulty in meeting the loss due to this reduction of 
taxation. 

The greatest question is how the issue of these 
certificates will affect the present situation. It is believed 
that the certificates, which will bear interest at 4 per 
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cent., will be quoted at about 75 to 80 per cent. on the 
Bourse. Thus, if the taxpayer sells the certificates he 
obtains an actual reduction of his taxation burden by 
30 per cent. The Government expects, however, that 
only a few taxpayers will sell their certificates imme- 
diately, and that the improvement in their financial 
position as a result of the issue of these certificates will 
induce them to make capital expenditure which has been 
postponed ever since the crisis. The certificates may 
serve as security for credit; the banks, and to some 
extent the Reichsbank itself, will accept them as 
collateral. The fresh credit is expected to bring about a 
revival in Germany’s economic life. 

Taxpayers will obtain in the course of the next twelve 
months about 1,500 million reichsmarks of such certifi- 
cates. In addition, the Government is empowered to 
issue certificates for another 700 millions to employers 
who engage additional labour. The creation of new 
employment will be rewarded, in addition to this, also 
by permission to reduce wages below the minimum 
scale. This and similar provisions of the emergency 
decree are much less popular than the issue of taxation 
certificates. 

The reduction of the Bank rate forms an important 
part of the economic programme of the Government. It 
is hoped that the much-desired extension of credit will 
be attained through low interest rates. As at the end of 
August the discounts and note issue of the Reichsbank 
were lower than at any time since May 1931, and as 
since the middle of July there was no further loss of gold, 
there is nothing to be said against a reduction of the 
Bank rate below its present figure of 5 per cent. Owing 
to the prevailing legal position, however, a reduction is 
at present not possible, as, according to the Reichsbank 
Act, the Bank rate has to be at least 5 per cent. whenever 
the note cover is under 40 per cent. As the Reichsbank 
Act forms part of the Young Plan, the board of directors 
of the Bank for International Settlements is entitled to 
object to a reduction of the Bank rate. It is generally 
believed, however, that the Reichsbank will be able to 
persuade the Bank for International Settlements that a 
reduction is necessary. 

The rise on the German Bourses continued from 
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August 29 to September 7. The average rise of German 
shares was 20 per cent., but some shares rose as much 
as 40 to 60 per cent. The shares were bought especially 
by small investors, prompted by a revival of optimism. 
Considerable profit-taking followed, however, and the 
market was reluctant to absorb the consequent selling. 
This led to a sharp reaction, but towards the middle 
of September the market settled down at a level 
considerably above that of a month before. 


Swiss Banking 
By a Correspondent 


NTIL the end of 1931, Switzerland was one of the 
| few countries whose situation was relatively favour- 

able. Although the foreign trade position was 
becoming increasingly adverse, the internal market 
remained fairly steady. This situation has, unfortunately, 
come to an end, and conditions in Switzerland have 
lately followed the world trend. For this reason, the 
statistical returns of the end of the first half-year in 1932 
were awaited with exceptional interest. These statistics 
cover some 2,300 enterprises with about 200,000 work- 
men ; they show that only 7 per cent. of these enterprises 
are well provided with work, against 15 per cent. a year 
ago. Generally speaking, small enterprises are in a 
better position than large ones. 

The finances of the Confederation are also under the 
influence of the crisis. Customs duties and stamp duties 
are the principal resources of the Treasury, and as a 
result of bad trade and lack of new issues, these revenues 
have declined. At the same time, expenditure, which 
includes various crisis subsidies to unemployed, to the 
watchmaking industry, agriculture, etc., cannot easily 
be reduced. Civil service expenditure is very high, and 
unless substantial economies are enforced the revenue 
surplus of the last few years will be followed by a sub- 
stantial deficit. The authorities envisage in 1933 a 
gradual reduction of salaries of civil servants, which 
would reduce expenditure by some thirty millions. 
These measures would be very unpopular, and their fate 
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would be uncertain if submitted to plebiscite, especially 
as the cost of living remains still very high, notwithstand- 
ing the general decline of wholesale prices. The receipts 
of the federal railways declined, and an increase in the 
deficit may be expected for 1932. In September the 
federal railways issued a 3} per cent. loan of 125 million 
francs at 97-6 per cent., to consolidate the floating debt 
and to cover current requirements. 

In the course of the last few months the problem of the 
credits granted abroad by banks and industries was 
much in evidence. In order to cope with the danger 
arising from the freezing of a great part of these credits, 
the Federal Chambers decided in July to create a “‘ Caisse 
de Préts de la Confédération.’’ Its head offices are in 
Berne, and it began to operate in August. The object 
of this institution is to mobilize frozen credits by granting 
advances on them to banks, commercial and industrial 
enterprises, and even to private individuals domiciled 
in Switzerland, guaranteed by collateral which the Swiss 
National Bank is not obliged to accept as security. The 
Caisse des Préts possesses a guarantee fund of 100 million 
francs, of which 75 millions were subscribed by the 
Government and 25 millions by the banks and other 
private enterprises. Any commitment beyond that figure 
will be guaranteed by the Government. The first monthly 
report, dated August 31, shows, in addition to the guaran- 
tee fund, an amount of 9-4 millions for advances secured 
by bills, the counterpart of which is represented by the 
same amount in liabilities under the head of rediscounts. 
These bills have been absorbed by the market. Although 
the extent to which the Caisse is drawn upon is likely to 
increase during the coming months, its modest figure 
shows that the situation of certain debtors is regarded 
without undue uneasiness. The possibility of mobilizing 
their foreign credits has restored the confidence of their 
creditors. 

The situation of the eight leading commercial banks 
continues to be characterized by a strong liquidity. 
Against short-term liabilities of 14 milliards, the liquid 
assets in cash and with the National Bank amount to 
1,077 millions. At the same time, the aggregate figure 
of the balance sheets, which showed a steady increase 
between 1926 and 1930, has been declining ever since, 
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especially during the second half of 1931. The decline 
since 1930 was 1-9 milliards, or about 22 per cent., of 
which 14 milliards took place in 1931. On June 30, 1932, 
the total of the combined balance sheets of the banks was 
6-7 milliards. This marked reduction, which was in 
part deliberate, is one of the most characteristic signs of 
the effect of the crisis upon the banks. On the liabilities 
side, it is due to the decline of deposits and acceptance 
credits. While in 1930 and until the middle of 1931 there 
was a strong influx of foreign capital, since then until 
the end of 1932 the eight leading Swiss banks were called 
upon to reimburse deposits amounting to 1,374 million 
francs. It is necessary to point out that until the middle 
of 1931, the gold reserve and the balances of the banks on 
clearing account were declining steadily. It is thus not 
correct to state, as has been stated abroad, that the big 
increase in these two items in the balance sheet of the 
central bank was due essentially to the influx of foreign 
capital that has taken refuge in Switzerland, and that 
the major part of the gold reserve, as well as the Swiss 
franc itself, is at the mercy of foreign funds. In reality, 
far from there having been an inflow of foreign funds 
since the middle of 1931, the greater part of the foreign 
funds has been repatriated or invested elsewhere. The 
increase of the gold reserve is due in part to the with- 
drawal of foreign balances of Swiss banks to increase 
their liquidity, and to the realization of ‘the foreign 
exchange holding of the Swiss National Bank, amounting 
to some half milliard francs. 

The recent return of the Swiss franc to parity, after 
having been for a long time at a premium in relation to 
all gold exchanges, was due to a recovery in foreign stock 
exchanges, which created a strong demand for foreign 
currencies for the purpose of buying securities abroad. 
The note circulation and sight liabilities of the Swiss 
National Bank remain covered to the extent of nearly 
roo per cent. by gold. 
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Bank for International Settlements 
By a Correspondent 


FTER the usual holiday recess of two months the 
A Board of the B.I.S. reassembled in Basle on 
September 19. During the interval since their 
previous meeting the deposits of the B.I.S. have fallen by 
about sixty million Swiss francs and the balance sheet 
total has fallen from Swiss francs 1,110 millions at the end 
of June to Swiss francs 1,050 millions at the end of 
August. However, this decline has occasioned little 
surprise, since it is the inevitable result of the tendency 
of those central banks which are still on the gold standard 
to exchange their devisen into gold. Moreover, during 
the period under review, and even more perhaps during 
September, the revival of activity in New York has 
continued to draw funds from Europe and so has been a 
further potent factor in decreasing the foreign exchange 
holdings of European central banks. Another important 
factor which affects the deposits of the B.I.S. is that the 
Bank is unable to accept new deposits in currencies 
which are not on a gold basis. This naturally excludes 
sterling, and consequently makes it difficult for those 
banks whose reserves are largely held in that currency to 
keep large deposits with the B.I.S. All these factors can, 
however, be regarded as only temporary, and although 
there is likely to be little change before the World Con- 
ference, it is only reasonable to expect that with a return 
of confidence there will also be a gradual increase in 
Central Bank holdings of foreign exchanges. 

Of the matters calling for definite decision on the part 
of the Board, much the most important was the resolu- 
tion in regard to the German bank rate. Under Article 29 
of the German Bank Law it is laid down that the official 
discount rate cannot be reduced to below 5 per cent. if 
the reserve ratio of the Reichsbank is below 40 per cent. 
Then, again, by an agreement concluded at the Hague 
Conference, and embodied in Annex V. (a) of the Young 
Plan, it is laid down that the B.LS. shall have the right 
to object to any proposed change in the German Bank 
Law which in its opinion is likely to prove “ incom- 
patible’’ with the Plan. It is important in this 
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connection to note the extremely limited form of control 
which is granted to the B.I.S. In the first place, it is not 
asked to grant its permission for a change, but it is 
merely given the right to object to such a change, its 
only remedy being to appeal to an arbitrator, whose 
decision would be binding on all parties. Then, in the 
second place, the grounds on which it can object are 
limited to saying that the proposed change is incom- 
patible with the Young Plan. In the present case, the 
problem is complicated by two special circumstances, 
first that the Young Plan is, even officially, in abeyance, 
and that the German proposal is only for a temporary 
suspension of the relative bank law, and not for a per- 
manent change; and, secondly, that owing to the artificial 
situation created by the Standstill Agreements the bank 
rate no longer has any immediate bearing on the foreign 
exchange reserves of the Reichsbank. The German 
thesis is that the foreign exchange position of the Reichs- 
bank, far from being weakened by such a change, would 
benefit indirectly from the general improvement in the 
economic condition of the country which would follow. 
Another problem faces the Board in regard to its 
duties as Trustee for the Austrian 1930 Loan. So far 
back as August 2 the Bank published a communiqué 
stating that although the Austrian National Bank had 
provided the funds necessary for the interest coupon 
payable on July 1, they had since that date been in 
default on the General Bond, in that they had failed to 
pay to the Trustees on July 1 and August 1 the monthly 
instalments due in respect of the semi-annual interest 
payments for January I, 1933. The communiqué stated 
that the Trustee had protested emphatically against the 
default, but that the Austrian Government had explained 
that in existing circumstances it was impossible to 
provide the necessary foreign exchange, although the 
equivalent amount in schillings would be paid to the 
account of the Trustee with the Austrian National Bank. 
Since then a further complication has arisen through the 
publication by the Austrian Government of an official 
communiqué, dated August 25, in which they express 
their special regret for the interruption of payments 
abroad on the League of Nations Loan of 1923, and 
emphasize their determination to do all in their power to 
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resume payment on that loan at the earliest possible 
moment. The grounds on which this priority has been 
granted to the League Loan are that under the terms of 
the bond it is secured by a first charge on certain specific 
revenue and is also guaranteed by a number of other 
States. The B.I.S. as Trustee for the 1930 Loan are 
unable to accept this line of reasoning, their attitude 
being that this additional security has no bearing, since 
the point at issue is the provision of foreign exchange 
and the security on which the 1923 Loan has a prior 
charge merely concerns the provision of schilling funds, 
which has never been in question. The B.I.S. has 
therefore again protested emphatically and will do its 
utmost to obtain a reversal of this decision. 

At the time of going to press the Stresa Conference is 
still in progress and the recommendations of the com- 
mittees have not yet been formally approved by the 
Conference. It appears, however, that it is generally 
agreed that if the idea of the common fund is approved, 
and that if and when the money is actually provided, it 
should be entrusted to the B.I.S. On the question of the 
distribution of the funds, however, opinions were divided 
as to whether this should be left to the B.I.S. or delegated 
to a new body of Government officials to be appointed. 
From the point of view of the B.I.S. the significance of 
these decisions is, first, that they afford further evidence 
of the general acceptance of the idea that the Bank is 
the obvious depository for international funds; and, 
secondly, that they show a growing desire to entrust 
financial problems to a financial body, and so to get 
away from political influences. 

Of other matters before the Board, mention should 
be made of the renewal of the Reichsbank credit for a 
further three months from September 5 to December 5. 
The clause providing for redemption at the end of that 
period is on the same lines as before, and is based on the 
principle that the Reichsbank shall repay in proportion 
to the improvement in the position of its reserves during 
the period. In the present case, however, the basis of 
calculation is the situation at the end of August, which 
makes it quite probable that some repayment will be 
made in December. 
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International Banking Review 


ITALY 


T is generally believed that the Government will soon 

I follow the examples of the British and French con- 

versions, and will convert some 70 to 80 milliard lire 
of its bonds on a 4 per cent. basis. To prepare the ground 
for the operation, an agreement has been concluded 
between the Bank of Italy and the leading banks, for an 
all-round reduction of interest rates. The maximum 
rate for current-account balances has been fixed at 2} to 
3 per cent., that of deposits at 3 to 4 per cent. The new 
rates will become operative from October 1. Savings 
banks, which have been fierce competitors of banks 
during the last year or two, have also agreed to make 
drastic cuts. The object of the reduction, which was 
made at the request of Signor Jung, the new Finance 
Minister, is to divert money from deposit accounts to 
Government securities, so as to raise the price of the 
latter, which is still abnormally low. 

The gold and foreign exchange reserves of the Bank 
of Italy have shown a moderate but steady rise lately. 
The latest Bank return shows a reserve ratio of nearly 
48 per cent., of which 43-22 per cent. represents gold. 

The Consorzio Mobiliare Finanziario, which is a 
subsidiary company of the Banca Commerciale Italiana, 
has passed its dividend for this year. Its net profit 
declined as a result of the reduction of the dividend of 
the Banca Commerciale from 12 to 8 per cent. ; it will be 
used for writing off the depreciation of the company’s 
holding and for the increase of its reserves. The share 
capital of the company was raised last year from 210 
million lire to 630 million lire. 


AUSTRIA 


Negotiations for the conclusion of a definite Standstill 
Agreement have not made further progress during the 
past month, and the relations between the Austrian 
banks and their foreign creditors are still based on the 
provisional renewal of the old agreement. It is under- 
stood that the Austrian authorities insist upon a cut in 
the interest rate of the debts as a condition for continuing 
to authorize the transfer of interest. 
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In spite of the desperate conditions prevailing in 
Austria, her banks other than the Creditanstalt have 
surpassed those of most other debtor countries in their 
efforts to meet their external liabilities. The amount of 
their liabilities was about 50 million dollars at the time 
of the Creditanstalt crisis. By August I, 1931, when 
the first Standstill Agreement was concluded, about 
16 million dollars had already been repaid. The exact 
amount of the debts included under this agreement was 
33,087,000 schillings. On January 20, 1932, when the 
agreement was renewed, the amount was only 16,046,000 
schillings, while at the end of June it was 15,215,000 
schillings. Of this amount, 9,151,000 schillings is owed 
to American bankers, 3,410,000 schillings to British 
bankers, 1,545,000 schillings to Swiss bankers, 587,000 
schillings to Dutch bankers, and 522,000 schillings to 
French bankers. As in addition to the repayment of 
principal, the Austrian banks have also paid a consider- 
able amount in interest, the pressure upon the Austrian 
exchange caused by the transfer of these payments was 
considerable. It is also understood that the Austrian 
authorities have adopted a liberal attitude towards 
blocked schilling accounts, a great part of which have 
been liquidated. 

HUNGARY 

As a result of the conclusion of a series of clearing 
agreements, the amount of blocked pengo balances 
held by the Hungarian National Bank has increased 
considerably. To some extent this was due to the 
increase of purchases from countries with which there 
exists a clearing agreement, because there is no need for 
acquiring foreign exchange for the payment of these 
goods. In the case of Switzerland, for instance, while 
normally Hungary has an export surplus, as a result of 
the operation of the clearing agreement a large Swiss 
balance of blocked pengos has accumulated. To liquidate 
the blocked pengo accounts, the Swiss Government 
initiated negotiations with the Hungarian Government 
for the purchase of agricultural products. The Hun- 
garian Government was prepared to arrange the sale of a 
certain amount of barley, rye and maize, on the condition 
that the price was about 5 per cent. above the current 
world market price. As Swiss importers have no 
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inducement whatever to pay more than the world price, 
it has to be arranged that exporters anxious to liquidate 
their blocked pengos shall stand the loss. 


DENMARK 


The Danish Ministry of Commerce and Industry has 
waived the obligation which for the last few months has 
rested upon exporters, of surrendering to the National 
Bank all foreign currency received by them. The order 
to repatriate foreign balances remains, however, in force, 
and the purchase of foreign exchange continues to be 
limited to the National Bank, and banks and brokers 
authorized by that bank. 

An official statement declares that this step has been 
made possible by the substantial improvement of the 
trade balance, and because the National Bank has 
increased its foreign balances by obtaining credits 
abroad. It is understood that a credit of 10,000,000 
kroner has been raised in Sweden, one of 20,000,000 
francs in Switzerland, and one of {1,500,000 in London. 
The return of the National Bank for the end of August 
only indicates the receipt of the Swiss credit. The bank’s 
balances abroad show an increase from 21,802,239 
kroner to 45,054,639 kroner. At the same time the 
indebtedness of the Treasury to the bank has declined 
from 58,457,343 kroner to 27,003,157 kroner. By skilful 
manipulation of the exchange the Danish authorities 
have induced many holders of foreign balances to repatri- 
ate their holdings. 

ARGENTINE 

The following is a statement of the Exchange Control 
Commission covering the first half of 1932 :— 

The total amount of exchange purchased by the 
banks was 779 million pesos, 711 millions consisting of 
export bills. Cereals provided 500 millions, meat and 
by-products 112 millions, wool 48 millions, dairy products 
18 millions, and hides and skins 17 millions. Thirty-five 
millions consisted of funds transferred from abroad. 

Exchange purchased was allocated as follows (in 
million pesos) : Payments for imports, 396; remittances 
by public utility companies, 112; remittances by private 
persons, 109; financial services, 109; transfer of funds 
abroad, 41; other operations, 19. 
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Remittances by railways amounted to 69 millions. 
They were approximately only half as large in the months 
of May and June as in the earlier months. Electrical 
companies remitted 26 millions. 

Service of the public debt amounted to 68 millions. 
Thirty millions were remitted on account of provincial 
and municipal debt. 





Banking Reviews 
English Reviews 


HE current numbers of the English Bank Reviews 
| under dissimilar titles pursue the same theme, 
i.e. a résumé of the economic history of the past 
twelve months and an examination of the prospects for 
the future. In a period of depression it is necessary to 
take stock of our position from time to time, for thereby 
we can attempt to ascertain the factors which may 
enable us to climb back to prosperity and at the same 
time to discern those other factors which may bring 
about a temporary mitigation of our distress, and yet 
ultimately plunge us further into the mire. For this 
reason we welcome these different analyses of the 
situation. 

The article in LLoyps BANK REVIEW for September 
is entitled ‘‘ A Year’s Progress,’’ and lays particular stress 
upon the fact that the yield on British Government long- 
term securities has, in the past twelve months, been 
brought down from just over 4} per cent. to practically 
34 per cent. ‘‘ without impairing the strength of the 
gilt-edged market or causing any flight of capital into the 
Government stocks of other countries. It therefore 
shows that British Government stocks enjoy a reputation 
higher than those of any other Government.” The 
writer realizes, however, that although our monetary 
stability is far greater than a year ago, yet the position 
of our trade, production and employment gives far less 
cause for self-congratulation. He points out that “ The 
advantages of the British tariff and the depreciation of 
the pound have been largely lost as a result of similar 
changes elsewhere, and the plain truth is that our overseas 
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trade can only prosper if and when normal conditions 
are restored abroad.”’ 

“ Britain and a New World Order ”’ is the title of an 
excellent article in the August number of the WEsT- 
MINSTER BANK REVIEW. The writer attempts the 
difficult task of showing the reasons why every nation 
realizes the “‘ eternal economic truths ”’ and yet appears 
to act in an entirely contrary manner. He points out 
that ‘‘ United, men see the world as a single and in- 
divisible unit, whose constituent parts, for all their 
differences, have complementary and not competitive 
functions, and share a common interest in the attainment 
of maximum well-being. Divided, every industry in 
every country sees the same problem in the context of 
its own immediate market (which in nine cases out of 
ten is a home market) and, legitimately concerned with 
the employment of its workers and the safety of its 
invested capital, demands that its position shall at least 
be secured in the territory within which the writ of its 
national government is all powerful.’”’ Yet he feels that 
the decisions of Lausanne mark the first determined 
effort to think internationally, and that, if such effort is 
ultimately successful, the world has before it an era of 
prosperity such as it has never yet achieved. Prohibitive 
tariffs, exchange restrictions and expensive armaments 
must go, and countries must not aim at self-sufficiency. 
But, above all, war debts must be abolished. It has been 
computed that in two years the national income of the 
United States has fallen by more than $20,000,000,000— 
twice the capital value of all Europe’s war debts to 
America! It is largely owing to war debts that our 
mechanism of exchange has been unable to cope with 
the increased production of the World—an increased 
production at an ever-decreasing cost in human effort— 
and if the commercial system of the World can be made 
more elastic our troubles will be ended. 

BarcLAays BANK REvIEW for September examines 
the position more particularly from the trading point of 
view in an article entitled “The Empire Economic 
Policy.”” The writer approves the results of the Ottawa 
conference as thereby the flow of trade between the 
various countries of the Empire will be facilitated, and 
he points out that, while the indiscriminate use of tariffs 
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has done immeasurable harm during the post-war years, 
yet “ constantly changing regulations designed to restrict 
imports are even more detrimental to business than a 
high, but stable, tariff, as traders are unable to assess the 
risks involved in entering into commitments, and this is 
particularly the case when there is any doubt regarding 
the ability to obtain effective payment for the goods 
exported.” 

The MIDLAND BANK REviEw for August-September 
publishes its Quarterly Graphical Survey No. XIV, under 
the title ‘‘ Then and Now—and the Future.”’ The writer 
devotes considerable attention to the requirements of 
British monetary policy and states that obviously there 
should be no attempt to force a substantial appreciation 
of sterling. Also, “‘overseas borrowing through the new 
issue market should not be encouraged until our balance 
of payments comes much closer to showing a surplus 
available for investment abroad.’”’ On the whole he 
considers that the international background for recovery 
is substantially brighter than a year ago and that our 
industrial position is considerably better as our financial 
prestige has been restored. 


Foreign Reviews 


We read in the Monthly Review of DEN DANSKE 
LANDMANDSBANK, Copenhagen, that the unemployed 
now amount to 26 per cent. of the total number of 
labourers. The Minister of Social Affairs is investigating 
the possibility of a better distribution of the work to be 
done by reducing and limiting working hours and pro- 
hibiting overtime. Negotiations are being conducted on 
these lines, but as the author points out they are extremely 
difficult and it may be a considerable time before any 
results can be expected. 

Turning to the Balkans we read in the April-June 
Quarterly Bulletin of the NATIONAL BANK OF YUGO- 
SLAVIA, Belgrade, that the number of unemployed has 
fallen from 23,250 at the end of March to 11,418 at the 
end of June. The large fall is, of course, entirely seasonal 
owing to the activity on the farms. It is interesting to 
read in this same review how the direction of Yugo- 
slavian trade has changed during the last four years. 
Prior to that period the bulk of Yugoslavian trade was 
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conducted with the neighbouring Danubian countries. 
Now, however, more trade is being done with European 
countries and less with the Danubian countries. No 
reason is given for this change in the trend of the flow of 
goods, but we think it must be due to setting up Customs 
barriers and to restrictions on Foreign Exchange trans- 
actions. Perhaps the negotiations in Stresa now in 
progress will set this right again, for it is more natural for 
Yugoslavia to trade with the Danubian countries than 
with those other countries in Europe which are geographi- 
cally more distant. 

The “‘ Report on the Economic Conditions in Ger- 
many,” dated August 31, published by the DEUTSCHE 
BANK UND DISCONTO-GESELLSCHAFT, Berlin, warns its 
readers that the recent rise in prices of raw materials is 
not due to any increased demand. ‘“ Any expansion of 
production because of greater consumption would not so 
quickly stimulate demand along the whole line, because 
very large stocks of many raw materials are still 
available.’ Nevertheless we think that stocks of com- 
modities have been reduced and we agree with the 
writer of the Report when he says that “ It is possible 
that considerations of this nature may have played a 
part in the speculative operations which are probably 
responsible in the first place for the altered trend on the 
commodity markets.”” The author feels that a rise in 
the prices of raw materials will not ease the situation a 
great deal for Germany. It is on the very low prices of 
raw materials that Germany has been able to build up 
its large export surplus and thus meet her foreign 
obligations. The writer, of course, acknowledges that 
higher prices for raw materials will benefit Germany’s 
export trade in the long run, but he feels that the effect 
of international improvement would take some time to 
reach Germany. The internal trade conditions of Ger- 
many are at a standstill ; the number of workers employed 
shows no change, and no decline or improvement has 
occurred in production. The export trade has declined 
still further owing to the various restrictions placed on 
the movements of goods and money. 

The Review for August, published by the NATIONAL 
City BANK OF NEW YoRK, notes with a certain amount 
of enthusiasm the rise in commodity prices. ‘‘ The only 
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explanation seems to be that the combination of decreasing 
stocks, reduced production and low prices has at last 
induced an increase of buying by dealers.”” We are 
inclined to be more cautious, however, in our reading of 
the movement and to range ourselves with the writer of 
the German review above, attributing some of the rise to 
speculation. 

The author of this Review comments at some length 
on the results of the Lausanne Conference and the 
““gentlemen’s agreement.’ He takes a very sane view 
of the whole matter and answers very soundly those 
American critics who demand the repayment of every 
dollar lent. We gather, however, that the general 
American opinion on the subject is not so violent and he 
concludes with these words: “‘ There is every reason to 
believe that in this matter of liquidating the war 
obligations the people of the United States will want to 
face the realities of the situation and do now what is 
wise and practical, rather than insist upon the letter of 
the past agreements.” 





PUBLICATIONS RECEIVED 


GOLD AND MONETARY STABILIZATION. By JACOB VINER, 
GOTTFRIED HABRELER, H. PARKER WILLIS, 
LIONEL L. EDIE, AND JOHN HENRY WILLIAMS. 
University of Chicago Press. (London : Cambridge 
University Press. Price IIs.) 


THE FuTuRE OF East AND WEsT. By SIR FREDERIC 
WuyTeE. (London, 1932. Sidgwick and Jackson. 
Price 3s. 6d.) 
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Table I GOLD HOLDINGS OF CEN 
: __ eo ; (IN_ MILLIONS OF £) 
GERMANY 
. 7 
ENGLAND| U.S.A. | FRANCE | BELGIUM | NETHER | penMaRK) NORWAY | SWEDEN l RUSSIA 
Total | Abroad 
—— nl — —— —_ - —— | — ES ome Pa - 
1929 | 
JANUARY... | 154-2 540-8 263-1 25-8 35-9 95 | 81 18-0 133-6 4°2 18-9 
APRIL ee 155-8 570-2 275°3 26-0 34-9 9-5 | 8-1 12-9 126-3 6-9 19-0 
JULY 154-4 596-3 295-2 28-8 36°7 9-5 8-1 12-9 97-6 49 20°1 
OCTOBER .. | 131:7 | 619°0 320-2 29°3 36-6 9-5 8-1 13-3 108-3 | 7°3 29°2 
1930 | 
JANUARY .. | 150°5 601-9 341-8 33-6 37-0 | 9-5 8-1 18-5 | 111-8 | 7:3 30°2 
APRIL | 156-2 | 620°9 | 341-0 33-8 85°7 9°5 8-1 13-4 124°5 | 73 33-2 
JULY -» | 156-3 | 615-1 355-6 34-3 35-7 9-5 8-1 13-3 128:2 | 7: 41-7 
OCTOBER .. 155-6 611-0 395-3 36-2 | 32°7 9-5 8-1 13-3 119-6 73 51:2 
1931 | | | 
JANUARY .. 145°9 | 604-3 432-6 | 39-2 | 35-2 9°5 8-1 18-3 | 108-5 | 10-9 511 
APRIL oe 144°5 | 640-1 451-6 | 41+1 | 36:8 9-5 8-1 13-2 | 114°7 | 10-2 53°2 
JULY ee 163-3 | 701-1 452-7 | 41:0 41-1 9-5 8-1 13-1 | 69°6 5°7 53°7 
OCTOBER .. 134°8 | 644°9 481-5 71-3 58-0 9-0 8-0 10°9 | 63-7 | 4-9 60°2 
NOVEMBER | 135°7 | 562°8 520°5 73°4 | 70°7 9-0 9-5 11-7 56-0 | 4°3 63°5 
DECEMBER | 120-7 | 645°2 | 546-2 73-1) 74-4 7-9 8-7 11°3 49-2 | 3-9 | 64:8 
} } 
1932 } | 
JANUARY... 120°7 | 613-9 554-4 | 72°8 73°3 7:9 8°5 11-3 48-2 5:5 67°4 
FEBRUARY 120°8 610°4 576°6 | 72-4 | 71°5 8-1 8-5 11°3 46°4 3-2 67°5 
MARCH ae 120°8 603-9 609-8 72-0 72-6 | 8-0 8-5 11-3 45:4 3:4 67°6 
APRIL 120°8 | 620-1 618-2 71-8 | 73:2 | 8-0 8-5 11-3 | 43-0 3-9 67°7 
May |} 120°8 619-4 €26-°9 72-1 | 7-2 | 8-0 8-5 11-3 42-0 4-6 68-0 
JUNE 131°7 565.2 645°4 72:7 | 78-9 8-0 8-5 11-3 42-2 4°3 68-8 
JULY ° 136-1 | 530-0 | 662-8 | 73:3 | 81:0 7-4 8-3 11-3 40-7 4°3 71-7 
AUGUST | 188-6 538°6 | 661°5 | 75:1 | 843 7°3 7°8 11:3 37°5 3-1 73°3 
SEPTEMBER 138-9 569-8 662-0 74°8 85-2 7:3 78 11°3 37-6 3:1 | 75°5 
1 The figures are taken from the return, 0 Of. 
2 Excluding a small amount held in the 
3 Gold and silver holdings. 
Table II CREDIT AND CURRENCY (millions of £) 
a ———$—_—_—_——_— an al 
CLEARING BANKS BANK OF ENGLAND 
Other Deposits ———— | ‘ 4 
_————— cuttin sad curities N i 
Deposits Cash Advances Sesto — Reserve Caines 
Total Balances ment 
1929 
JANUART 1,809-3 198-0 956-1 105-0 | 67-6 56-1 49-8 363-9 
APRIL ee 1,743°2 188-5 985-8 99-0 | 62-6 51-2 55-3 360-4 
JULY ee 1,778°2 189-9 985-9 101-9 65-0 47°3 43-2 368°9 
OCTOBER .. 1,764°5 189°2 973°7 101°4 63-6 72-2 31-4 360-7 
1930 | 
JANUARY .. | 1,767°5 192-0 969-1 111-8 | 75-5 64- 63-5 355-8 
APRIL 1,712-0 187-2 968-2 | 101-7 65-2 57-1 60-6 359-8 
JULY oe 1,749-0 191-2 950-4 107-0 70-3 52-4 49°8 365-0 
OCTOBER .. 1,791°0 188-7 922-3 95-9 61-0 42- 60-6 357-2 
1931 
JANUARY .. 1,835°9 194°6 907°+4 97°7 64-4 48-8 51°4 351-7 
APRIL ee 1,698-1 175-4 923-8 91-9 56°6 32-0 51-9 353-7 
JULY ee 1,750°3 180-7 896-7 103-1 69-3 36-3 56-3 358-1 
SEPTEMBER 1,675-4 1707 895-0 111-5 | 60-2 56-7 55°8 354-1 
OCTOBER .. 1,687 °8 172-9 894-4 120°4 68-3 56-5 53-6 356-8 
NOVEMBER... 1,670-1 170-1 884°6 98-8 60-2 55-1 39-4 356-3 + 
DECEMBER. . 1,700-2 181-1 884-0 166-7* 126-4* 95-3* 31-6* 364-2° | 
1932 
JANUARY .. 1,677°1 176-9 889-3 112°5 74:3 45-3 49-9 845-9 
FEBRUARY .. 1,621°4 169-8 886-2 100-1 67-9 33-7 49-4 346-4 
MaRcH ee 1,639°1 171-0 886-0 88°9 54-6 35-7 35-3 360-5 
APRIL ee 1,643-2 170-2 864-8 93-6 58-3 62-6 43-0 352-8 
May ee 1,661-°1 176+1 855-7 110°5 77°5 69-4 45°8 354-2 | 
JUNE ° 1,726°5 188-2 836-8 121-3 86-5 67-1 48-0 363-0 | 
JULY es 1,765-2 187°7 820-5 122-7 88-2 68-8 44°3 369-3 
AUGUST... 1,812-6 189-6 800-7 115-0 79-5 73°1 48-6 365-3 
1 Average weekly balances, nine banks. * Average of four or five weekly returns. * Th figures prior to i 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “ A Banker's 
Diary,” Dec. 1928 issue.) * Prior to November 1928, “ adjusted” total of bank-note and currency note 


circulations. 


® Since December, 1931, figures relate to last Wednesday in each month. 
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S OF CENTRAL BANKS? Table I—cont. 
) q 2 : ” —— Bs 
[ANY 3 | ARGENTINA 
——! agussta | PoLaND | C2ECHO-) ausrria |HUNGARY| ITALY |SWITZER-| spain JAPAN 
Abroad | SLOVAKIA | LAND | 7 — Conversion | Banco de 
| tlice H la Nacion 
<<  . -- 3 i ; = | = = | = a | 2 
42 18-9 14°3 7:3 4°9 7°2 | 64:6 20°5 101°5 108-8 105-2 
6-9 19-0 14°4 7:3 4-9 73 | %55°4 19-1 101°5 109-0 96-1 
49 20-1 14°5 7°3 4°9 6-3 | 65°8 19-7 101°6 108-°8 | 92:1 
73 20-2 | 15°7 7°5 49 | 58 | 56-0 21-1 | 101-7 108-8 | 90°0 | 
| | | 
| | 
7:3 30-2 16-1 77 4-9 5-8 56-1 23-6 | 101°7 107°3 87-9 | 1-3 
7°3 33°2 | 16-2 7-7 4:9 5-8 56-3 22-2 | 97-9 91-7 87:9 | 1-3 
7°3 41-7 | 16°2 8-0 4:9 5:8 56-3 22:9 | 98-0 90-2 87:9 | 1-3 
73 51:°2 | 13:0 8:7 62 | 5&8 | 657-2 25-4 98-2 85-1 87:3 | O-9 
| j | 
| | 
10-9 §1°1 13-0 9°4 6-2 5-8 57°3 28:4 | 96:7 85-4 84-5 | 0-3 
10-2 53-2 13-0 9-4 6°2 4°5 | 57°4 25:5 | 96:0 85-9 77°4 0-4 
5*7 53°7 13°3 9-4 6:2 4:0 | 58-1 33-4 96°3 87-3 64-7 0:3 
4-9 60-2 13°3 9-3 5-5 3-8 58-9 67-4 90°3 82-3 57°1 0-3 
4°3 63:5 13°7 9-4 5°5 3°8 60-3 86-7 89-1 70°3 53-6 0-2 
3-9 64°8 13-8 9°5 | 5°5 3°8 60°8 | 87:3 89-1 | 57:1 53-3 0-2 
| 
5°5 74 | 13:8 10-0 | 5:5 | 387 60-9 93-1 89-1 48-1 51°8 0-2 
3-2 67°5 13-8 10-0 | 6-2 3°6 60-9 97-0 | 89-1 43-2 51°6 0-2 
3-4 67:6 14-0 10-0 | 5-2 3°6 60:9 99:0 | 89-2 44-1 51:0 | 0-2 
3-9 67°7 13-2 10-0 | 5-2 3°6 60-9 96-7 89°3 | 44-0 61:0 | 0-2 
4-6 68:0 | 13:2 10-0 5-2 3-6 60-9 96°77 | 89-3 44-0 61:0 | 0-2 
4°3 68-8 | 12:8 10-0 4°8 3°5 61:1 101°3 | 89-4 44-0 51:0 | 
4°3 71-7 | 11-2 10-0 | 4:3 3°5 61:3 | 103-4 | 89-4 43-9 51:0 | 
3-1 | 78:3 11-1 10-0 4°39 | 3:5 61:7 | 104:6 | 89°5 | 43-9 
3°1 75-5 11:0 10-0 | 4:3 3:5 2°2 104°8 89°5 | 43-9 
' on or nearest the first of the month. 7 
Pay Banking Department. 
Table III GOLD MOVEMENTS 
ENGLAND | UNITED KINGDOM | UNITED STATES | 
—_— a a —— seamen ain aaa ea Ta | TRANS. 
at Net | wet OUNCE 
| Influx (+) Imports | Exports Imports (+) | Imports Exports Imports (+) | at 85/- per 
or Efflux (—) | | Seporte (=) | ipactet=<) fine ounce 
m £ millions £ millions | £ millions — _£ millions | $ millions | $ millions | $ millions £ millions — 
1929 | | 
JANUARY .. —- +2 2-4 5-7 — 3-3 48°6 1-4 +47°2 3-7 
APRIL oe + 4:7 3-3 ‘8 + 2:5 24-7 1-6 | +23-1 3°7 
JULY o* —14:3 4°6 20-6 —16-0 35°5 ‘8 | +384°7 3°8 
OcTOoBER ..| + 1:3 59 | 5:5 + +4 | 21:3 3:8 +175 | 3:8 
1930 
JANUARY ..| + 4:0 8-6 3-3 +53 | 12-9 8-9 + 4:0 3°8 
APRIL | + 6-6 8-8 3:0 + 5°8 65-8 0-1 +65°7 | 3°7 
JULY — 3:8 5-1 8:3 — 3:2 21-9 42°5 —20°6 | 3-9 
OCTOBER ) +29 9°3 | 7-1 + 2:2 ; 35°6 9°3 +26°3 3°9 
} 
1931 | | 
JANUARY .. i= 7°5 7:3 16-2 | —8-9 84-4 _ +34°4 3-9 
APRIL ws. | — 2°7 5:9 0-9 | + 5-0 49-5 — +49°5 3+7 
JULY oe | —31-7 10-0 36-8 —26-°9 | 20°5 1:0 | +19°5 3-9 
SEPTEMBER.. | — 1-0 4°8 70 | —22 | 49:3 28-7 +20°6 3-9 
OcTOBER P _ 8°6 5°3 | 3:3 | 60°9 398-6 —337°7 4:0 
NOVEMBER.. | —15-0 12-0 24-1 | —12-1 94°4 5-0 | +89°4 8-8 
; DECEMBER .. — 12-5 1771 | — 4:6 89°5 32-7 +56°8 3:9 
1932 | 
JANUARY .. — 17°1 21-5 | — 4:4 32-9 107°9 —75-0 4-0 
FEBRUARY -- —_ | 16-1 17-6 | — 1:5 37-6 128-2 —90°6 3-9 
MARCH ee — } 13-0 12-7 |} +0°3 | 19-2 43°9 | —24°7 4°1 
APRIL oo | .—. | 19% 5-5 | + 6-7 | 19°3 49-5 | —30-2 | 4:0 
May oo | +42 | led 6-8 + 4°3 16:7 212-2 | —195°5 4-1 
JUNE is +89 | 15:4 63 | +91 | 18-4 226-1 —207-7 | 4-1 
JULY -- | + 1:6 12-8 7-4 | + 5:4 | , = 
Avaust ..| + 1:2 11-0 10-2 | +08 | | 42 
a a: a ee ee) ee ee en Ce 
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Table IV MONEY BRA’ 
és — — " 7 
LONDON | 
| } Discount Rates | Treasury Bills 
Week en } ‘ Day to . eas > ‘i j 
evk ending Bank Rate ma Bank Bills Ving Pinto Weekly Tender Amount | Amount a 
| . 8 months Smonthe Hate Offered Applied for | 
| 
Per cert. Percent. | Percent. Per cent, Per cent. £ millions £ millions 
| 
| | 
1932 | 
£s. d. 
APRIL 1 34 2k Qa 3? 2 3 3-73 45 | 61-9 | 
2 8 3+ 2 2a 3? 2 8 4:75 45 76°2 | 
js 15 34 2 2% 33 2 1 11-60 40 | 78-2 | 
” 22 3 1} | 23a 3t 116 3:92 35 76-5 | 
” 29 3 1? | 25 3t Bas 6 2°SR 40 } 71°4 
May 6 3 14 1 3t 1 10 11-36 35 | 62:1 | 
o 13 24 1¢ 14 2} 019 6:62 35 } 50-7 | 
- 20 2s 1t li 2} 019 6°35 35 } 53°8 
oe 27 24 1 1t 23 017 9:99 45 50-1 | 
JUNE 3 2} 1 } lk y 018 1°48 45 53°9 | 
” 10 2+ 1 le 2 0 18 11-79 45 62-0 | 
» 17 24 ; ly 2 016 0-06 45 65-9 
” 24 2+ 1t l* 2? 015 0-19 45 65-4 
JULY 1 2 3 1% 2¢ 0 16 11-82 45 59-9 
- 8 2 + | 1% 2t 017 2-38 45 69°5 } 
% 15 | 2 i # 2t | 010 6-84 45 65-5 | 
»» 22 2 # 2t | 0 10 10-92 45 71-5 | 
” 29 2 ; # 24 | 010 1:93 40 47°8 | 
AUGUST 5 2 # 2+ |} O 9 11°05 40 60-2 
se 12 2 3 i 24 | 010 6-57 45 | 56-2 
on 19 | 2 i # 2+ | O11 3-20 45 | 546-1 
a 26 2 ? # 24 016 7-45 45 | 64-7 
SEPTEMBER 2 2 L 8 24 013 4-99 45 67-8 
~ oo) 2 § # 2} 0 12 11-70 45 77°9 
*” 16 e 2 + i 2+ 0 9 7-39 50 75-4 
All figures given above are the rates mling | 
Table V FOREIGN | EX‘ 
DAILY AVER 
‘ear ow : : a = e Beeman aa, en 
NEW YORK \MONTREAL| PARIS BRUSSELS | MILAN | ZURICH MADRID 
Stok $ to£ Fr.to£ | Belgato£ Lire to £ Fr. to£& P’tas to £ 
on ‘ninimniiainin sacamdieagateincaities — —— ; - 
PAR OF EXCHANGE... .. | re | | ro | | 12021 | 35°00 } 92°46 } as-2ats | astaans 
<iaaiah ines cites aeons ui -———} bai 
1929 | 
JANUARY... ee -»| 4°8503 4°8619 124-08 34-89 92-67 25-207 29-751 
APRIL oe ° 4°8534 4°8887 124-21 34-950 92-70 26-215 32-928 
JULY ° 4°8511 4°8766 123-88 34°911 | 92°74 | 25-219 33-451 
OCTOBER .. 4°8698 4-9243 123-89 34-874 | 92-99 | 25°176 33-586 
1630 ; 
JANUARY... oe 4-8697 4-9222 123-91 24-947 | 93-05 25-162 37-017 
APRIL 4°8635 4°8654 124-11 34°842 | 92-777 25-095 , 38-946 
JULY os 4°8656 4°8622 123-67 34°810 | 92-879 25-044 42-203 
OCTOBER... 4°8591 4°8538 123-85 34-845 | 92-804 25-020 47-141 | 
1931 | 
JANUARY oe «| 4°8551 4°8645 123-81 34-815 92-739 25-076 46-640 
APRIL ° 4°8599 4-8621 124-28 34-950 92-815 25-235 47-015 
JULY os 4°8566 4°8729 123-82 34-818 | 92-865 24-994 62-018 | q 
SEPTEMBER 4°5412 4°6081 115-84 32-609 88-009 23-195 50°766 | 
OCTOBER. . 83-8887 4°3700 98-66 27-794 75°352 | 19-823 43-366 | 
NOVEMBER «-| 38-7193 4-1767 94-83 26-717 72-173 | 19°095 43-182 
DECEMBER oe -.| 3*8725 4°0€58 85-90 24-218 | 65°969 | 17-303 40-138 
1932 | 
JANUARY ee 3+4303 4°0377 87-11 24-689 68-017 17+582 40-809 | 
FEBRUARY 3°4575 3+9657 87-80 24-794 66°779 | 17°725 44-480 | 
MARCH 3°6281 4°0536 92-21 26-075 70°765 | 18-753 47-695 
APRIL 3°7520 4°1716 95-12 26-778 72°840 | 19°299 | 48-788 
May ee 3-6759 4-°1539 93-14 26-212 71°340 | 18-786 45-289 
JUNE 3°6484 4°2010 92-67 26°183 | 71-296 18-690 44-240 | | 
JULY ee 3°5522 4°0757 90-60 25-608 | 69-567 18-256 44-041 | | 
AUGUST .. — 3-4759 3°9669° 88-63 25:048 | 67°886 | 17-864 43-037 cian 








1 The old parity of 25-2215 was sband« 
2 The old parity of 25-2215 was sband 
% Berne until November 1929. 
« Average Oct. 1 to Oct. 6,/ Banks 
§ Quoted Ist—4th only. 
6 Quoted 19th—380th only. 
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ONEY RATES Table IV—cont. 
NEW YORK PARIS BERLIN AMSTERDAM 
. —__—|— —~ 1 -- | — 
Market | Market | Market | Market 
Bank Rate Discount | Call Money | Bank Rate | Discount | Bank Rate Discount Bank Rate | Discount 
a Rate | Rate | | te | | Rate 
| | | | | | 
ms Per cent. Percent. | Percent. Per cent. | Per cent. Per cent. Per cent. | Per cent. | Per cent. 
| 
| | 
3 2 te 2 86| Qh 2 | 6 | B88 3 | 1 
3 2% 2s | & | & 6 | 6 | 83 | 4 
3 1l* 24 2+ 12 53 } 5 3 | 1 
3 ti 24 2} 1 54 } 5 2+ | 1 
3 + 24 } 23 | 1 5 4} | 2+ | 1 
3 1% 2} | 2b 1 5 4 ; 2 | # 
3 + 2} | 24 } 14 | 5 4% 2} # 
3 tt 2) 2 |= «14 5 4k | 2 i 
3 # 24 24 1t 5 4g | 24 i 
3 4 24 2 CO 14 5 4 2 + 
} 3 # 2+ 24 } 1¢ 5 | 4t 2+ a 
3 # | 2 % | it 5 | 48 | 2 ‘ 
24 # | 24 2+ 1} 5 | 4? 2% | 4 
| 24 # 24 24 1; 5 | 4% | 24 | $ 
| 24 2 24 1 5 4} } 2t : 
23 2 24 1 5 44 24 tk 
| 24 +f 2 2k 1k 5 43 | 2t i 
| 24 # 2 24 1 5 4h 2+ ts 
| 2h # 2 24 1t 5 44 23 * 
| | 2h ti 2 24 lt 5 44 24 ts 
2 i 2 24 1t 5 4} | 2% ' 
| 2 # 2 24 1} 5 44 | 24 ts 
} 24 tt 2 24 | 1% 5 4} | 24 4 
| 2} tt 2 2+ 14 5 4} 2) + 
2) # 2 23 14 5 4} | 23 . 
the rates mling on Friday of each week. 
EIGN | EXCHANGES Table V—cont. 
DAILY AVERAGES 
AMSTERDAM, BERLIN | PRAGUE | WARSAW |STOCKHOLM BOMBAY Kope | RIO DE | BUENOS 
F.toe | Rmk.tog |Kronentog| Zlotytoe | Kr.to£ i. per Rupee d. per Yen | “a | ca 
: | : # i —_ wii Si = Milreis. | Gold us 
. —— = ——]————-; — See i a PS 
12°107 20°43 164°25 43°38 18159 | a8 aese 5°8997 | 47°619 
= _ | | 
12-091 | 20-402 163-83 43-313 | 18-138 | 18-06 22°55 | 5:905 | 47-41 
12:090 | 20-475 163-89 43-313 18-173 | 17°96 22-08 | 5-869 47°28 
12-086 | 20-359 163-87 43-308 | 18°098 | 17-82 22°54 | 5°873 | 47°23 
12°098 | 20°397 | 164-42 43-418 | 18-141 | 17°87 23°58 | 5-860 | 46°82 
12-102 20-387 164-56 43-398 | 18-136 17°93 24-25 | 6°525 | 45:04 
12°098 | 20°375 164°17 43°416 | 18-092 17-86 24:38 =| 5°743 | 43°71 
12:093 | 20-383 164-06 43-382 18-097 17°82 24-39 5-368 | 40°50 
12:061 | 20-412 163-7 43°375 | 18-095 17°82 24°52 (5°119 | 38°49 
| 
12-066 20°419 | 163-91 43-312 18-138 17°78 24-48 4°461 84-49 
12-106 20°409 | 164-06 43-375 18-148 17°85 24°41 | 38°618 37°68 
12°056 | 20-967 164°01 43-412 18-145 17°81 24°40 | 3-579 33°61 
11-263 19-365 153°43 | 37-458 17-501 | 17°77 26°19 3°162 | 31°81 
9-630 16-702 130-68 34-646 16-811 | 17°88 30°07 3°602 | 32-03 
9-264 15-683 125-22 32-990 17-947 | 18-13 31-79 3-960 37:74 
8-375 14-250 113-49 30-250 18:014 | 18-13 32-55 | 4°286 40°84 
8-541 14-484 115-75 30-690 17-867 18-13 25-27 4-290 40-08 
8+555 14534 | 116-64 30°790 17-925 18°14 24°11 4°185 39-68 
9-008 15°246 122-43 32-370 18°298 18°15 21°43 4°058 38-78 
9-263 15-788 126-40 33-510 19-643 18:04 21:10 4-184 38-60 
9-066 15°451 | 123-76 32+735 19-618 17°935 20-99 4°710 35-82 
9-023 15°385 | 123-00 32.548 19-509 17-957 20-07 4.974 34-27(0) 
8-814 14°959 | 119°97 31-577 19-484 18°063 18-64 5-038 | 39 -60(®) 
8-632 | 14-595 | 117°38 31-024 19-469 18-067 16-98 5:144 | 40°43 


—_—— 





15 was abandoned as from June 25, 1928. 
= sbandoned as from December 22, 1927. 
ct. 6, | Banks closed during remainder of month. 
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Table VI 
COAL | PIG-IRON (1) | STEEL (1) | 
Exports y 

Production cinehading Furnaces < Production Production 
| jast 

Millions of Millions of | tend Ce Thousands of Thousands of | 

Tons Tons | mont | Tons ons 

! 

1929 | | | 
JANUARY .. es as - oe 22-4 4-9 139 564 765 } 
APRIL ws ‘a we = ao 20-9 5:0 152 | 611 809 } 
JULY.. oe es ae ee oe 21:1 6-3 | 167 672 805 | 
OcTOBER .. oe es oe ee 23-0 6-2 | 166 689 890 | 

1930 
JANUARY .. rn Pe ii “s 23-8 5-9 159 650 771 
APRIL Me i ia - ma 19-7 4:6 151 620 696 
JULY .. ee «< aa we - 18-7 4-9 105 486 621 
OCTOBER .. es i Re ae 21-0 5-1 96 415 512 

1931 
JANUARY .. a es - os 19-2 3-6 83 337 402 | 
APRIL ee a a es a 18°6 | 3°6 78 323 397 
JULY.. ta ina ie ‘a ne 17:1 3-7 70 317 429 
SEPTEMBER .. ie ‘a ee aa 18-0 3-9 62 248 400 | 
OCTOBER .. Pet en ie i 19-7 | 4°3 66 284 457 
NOVEMBER .. en ‘a én bei 18-6 | 3-9 70 296 459 
DECEMBER .. pi a ne ee 19-6 3-9 70 $31 425 

1932 
JANUARY .. ee ee oe oe 18-7 3-6 | 76 330 430 
FEBRUARY .. oe oe ee os 18-5 3°5 71 324 481 
MARCH erie ae ae ee 18-8 3-1 | 72 336 463 
APRIL ie i si ‘i i 18-4 3-8 | 69 317 433 
May... ee eo oe es oo 17-0 3-4 69 315 417 
JUNE.. os ae din ag <a 16-8 3-6 69 311 459 
JULY.. oe ee oe oe nt 15°0 3-6 56 293 432 
AUGUST ee as we e< ‘a — 3-5 57 259 | 362 

‘ 
(1) Returns issued by "e- 
Table VI BRITISH TRADE AND INDUSTRY—coné. 
1 | 
OVERSEAS TRADE BANK CLEARINGS | UNEMPLOYMENT | ‘ 
Nl | | a j 3 j 4 | Index of 
| - | | 2 ” | Percent- | Numbers Produc- 
Imports Exports |Re-exports| London /Proyincial Total oa age of | on Live tion 
| | “Country”| | | Total | insured | Register (Quarterly) 
» | . . | " . ‘ | z Persons | : 
= _ at & | £ | £ £ | unem- 000's 1924 = 100 
| muillions millions | millions millions millions | millions millions ployed | omitted 
| | | | | 

1929 | 
JANUARY ..| 116-1 } 66-9 9-8 10-4 |} 55 | 15-9 | 19-1 12-3 | 1,427 108-3 
APRIL --| 104-2 60-2 10°4 10-5 5°3 15°8 | 19:0 | 9-9 1,159 111-0 
JULY ..| 93-6 | 66-5 8-0 10-3 | 5:4 15-7 19:0 | 9-9 1,140 | 108-2 
OcToBER ..| 110°3 64°6 9-1 10°3 | 5-1 15°5 | 18-9 10°4 | 1,218 | 114°8 

} | | | 

1930 
JanvaRy ..| 101°9 | 58°3 | 82 | 10-4 5-0 | 15-4 | 19-5 | 12-6 | 1,481 1 
APRIL ..| 83°9 | 46°9 | 7:8 | 10-4 4-7 | 15:1 | 20-3 | 14-6 | 15678 | 100-9 
JULY ee 85-2 50°7 6-7 | 10-0 4°3 14-3 19-9 16-7 | 1,964 90°7 
OcTOBER ..| 90°9 | 46-9 | 7-2 | 96 | 4:0 | 13-5 19-9 | 18-7 | 2,200 | 92-7 

1931 | | 
JANUARY .. 75°6 37-6 6-0 | 9-9 4:2 14°2 22-1 | 21-5 | 2,614 | 85-1 
APRIL --| 70:0 32-5 66 | 95 | 3-9 13-4 | 21-1 | 20-9 | 2,532 | 80°6 
Jury —_..| 70-L | 34-3 | 4-9 | M1 | 4-0 | 13-1 | 21-3 | 22-6 | 2,664 |1 1.4 
SEPTEMBER 68-3 29-8 | 3-8 | 8-0 3-3 11-3 | 18-9 | 22°6 2,807 | 
OCTOBER 80-7 32°8 | 53 | 9:0 4°1 13-1 | 20-9 | 21-9 2,756 | 
NOVEMBER 83-2 | 31:9 | 5:0 8-8 3-9 | 12-7 | 19-8 | 21-4 | 2,656 | > 90-5 
DECEMBER 77-0 | 32-1 | 5°56 9-2 4-0 13-2 | 20-7 | 20-9 | 2,510¢ | 

1932 | 
JANUARY ..| 62°3 31:1 5-2 | 9:6 4:2 13-8 | 21-7 | 22-4 2,728 | 
FREBRUARY..| 70°2 30-0 5*5 | 8-7 4-1 12-8 20-0 22-0 2,701 | 92°3 
Marco ..| 61°1 31°2 5-4 | 8-9 4:3 13-2 21:0 20-8 | 2,567 | 
APRIL ..| 53°56 34-8 4°6 9-0 4:0 | 13:0 21-1 | 21-4 | 2,652 | 
May ;.| 55-7 | 30-2 | 4:4 | 8.7 3-9 | 12.6 | 20-8 | 29-1 | 2741 |} 83-2 
JUNE --| 57°5 29°7 4-2 8-2 3-7 | 11-9 20-2 | 22-3 | 2,747 | 
JULY --| 51-9 29°3 3°3 8-8 4°5 13-3 22-6 | 22-9 | 2,812 | 
AUGUST ~.:| 53-3- 28:6, 25 |. 81 | 38-8 | 11:9 20-2 | 23-1 | 2,860 | 

} | 











1 Daily averages. * “Country ” clearings at London Clearing House. * Total clearings (London 
“Country ” and Provincial) adjusted, for comparative purposes, by gg of Board of Trade index 
number of wholesale prices (1924 = 100). ‘ Average of four or five weekly returns. * Reprinted by courtesy 
of the London and Cambridge Economic Service. 

* Since December, 1931, figures published monthly. 
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RADE AND INDUSTRY Table VI—cont. 

















a a Re MACHINERY COTTON WOOL 
Exports of Exports of Exports of Exports of Exports of 
on Imports Exports Imports Exports Yarns Piece Goods Tops Wool and Wool and 
Worsted 
Yarns 
sof | Thousands Tho isands £ ¢ Millions of Millions of Millions Millions 
: ' of Tons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. 
244 421 1,627 5,078 16-9 379°3 3°1 3-6 18-6 
262 340 1,574 4,151 13-1 349-4 2-4 3:0 9-5 
237 376 1,687 5,066 15-0 355-4 2°2 5-1 17°5 
248 390 1,724 4,803 13°5 265°8 3-3 4:5 11-1 
310 352 1,514 4,456 13-2 313-2 2:7 3°7 14-1 
234 268 1,699 3,861 11-5 217-0 2-4 3-0 7-0 
| 199 303 1,415 4,440 11-0 197-4 2-7 3°2 10-1 
264 264 1,499 4,128 11:7 150°3 3-1 3°6 8-7 
222 167 1,181 3,280 11°3 155-6 2°4 2-4 10-4 
| 193 188 1,216 2,843 10°8 135-2 2°8 2-4 5-0 
j 23 168 1,227 2,693 11°3 177°3 2-5 3°5 6°6 
220 139 1,042 2,448 9-0 128°5 1-8 3°7 6°8 
j 276 159 1,698 2,792 12-8 143-1 2°6 4-0 6°7 
379 196 1,725 2,811 11°8 126-0 2-5 3°4 6°3 
267 175 1,304 2,929 14-9 149-7 2-9 3-0 7°5 
170 167 925 2,701 16°4 179°9 3°4 3°4 8:5 
252 140 1,539 2,570 13°3 180°5 4°0 2°8 7°6 
130 166 868 2,651 13-9 202-6 4°0 2-7 6°6 
145 180 769 3,210 13°9 199°3 3°6 2-9 6°3 
144 151 965 2,450 12-7 201-0 2-4 2-9 5° 6 
126 147 841 2,497 10-1 184-7 2°4 3:1 6°3 
119 158 635 2,608 9°5 198-3 2°4 3°7 7°6 
105 156 701 2,086 9-1 180-9 2-7 3°5 8°2 
ssued by the National Federation of Iron and Steel Manufacturers. 
Table VII COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY FRANCE ITALY 
5 Costof —__ 
of Wholesale 1 Wholesale Wholesale Living Wholesale Cost of Wholesale Cost of 
Ce Cost of Depart- Statis- Statis- (Statis- Living Living 
} Living ment of tisches tisches tique (Statis- 
rly) Board of “Econ. ,, (Ministry Labor) Reichsamt Reichs- Générale) | _ tique 
Trade omist” of Labour amt) Générale) 
190 July 1913/14 July (Jan.-July 
1913 = 100 19138 =100 1914 = 100 1018 = 100 1013 = 100 = 10 1913 = 100 1914 = 100 1918 =100 1914 = 100 
1929 (b) 
3 JANUARY .. 138-3 130°3 165 139-3 138°9 153-1 657 547 134-7 148 
0 APRIL we 138-8 129°3 161 138-7 137-1 153-6 648 556 133°8 150 
2 JULY _ 137-4 128-9 163 140-4 137-8 154°4 624 555 129-5 148 
8 OCTOBER .. 136-1 124°1 167 138-0 137-2 153°5 607 565 127°6 149 
1930 
6 JANUARY .. 131-0 118-5 164 133°8 132-3 151°6 576 565 123-0 150 
9 APRIL ae 123-7 112-3 155 129-9 126-7 147-4 548 572 116°6 146 
7 JULY — 119-2 106°8 157 120-3 125-1 149°3 558 592 109-0 145 
7 OCTOBER .. 113-0 99-6 157 118-3 120-2 145-4 552 597 104°9 143 
1931 (a) 
1 JANUARY .. 106-9 91-3 152 112-8 115-2 140-4 57 590 98-2 133 
6 APRIL «e 105°7 90-0 147 107-2 113-7 137-2 548 589 95°8 135 
1 | JvLy -- 102-2 , 86-0 | 145 | 103-2 | 111-7 187-4 = 500 } 565 91-5 132 
/~ SEPTEMBER 99°% 89-6 145 102-0 108-6 134-0 473 88°9 130 
OCTUBER .. 104°4 90-1 146 100-7 107°1 133°1 457 88-9 129 
5 NOVEMBER .. 106°4 90°7 148 100-6 106-6 131-9 447 \ 531 88°5 129 
DECEMBER .. 105-8 90°6 147 98-3 103-7 130-4 442 |) 86°8 129 
1932 
JANUARY .. 105-8 90-0 147 96-4 100°0 124: 439 |) 85°9 128 
3 FEBRUARY .. 105° 92-2 146 95-0 99-8 1: 446 > 534 87-0 12 
MARCH ee 104-6 88-5 144 94-6 99-8 122 444 J 86-6 130 
APRIL iy 102-4 86-3 143 93-8 98:4 15 439 85°3 131 
2 May ee 100+7 83°3 142 92-3 97°21 438 | > 535 83-9 129 
JUNE ha 98-1 80-9 143 91-5 96-2 13 425 | J 80-9 129 
JULY aa 97-7 82-7 141 95-9 1 430 79°5 127 
AUGUST .. 99°5 85-2 141 95-4 1 415 
on 1 The indices, which are for the 1st of the month, are entered for the previous month to facilitate 
> } comparison. 
y 2 Gold index. (a) Revised index. (6) New index. 
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Books 


THE INTELLIGENT MAN’S GUIDE THROUGH WORLD 
Cuaos. By G. D. H. Core. (London, 1932. 
Victor Gollancz, Ltd. Price 5s.) 

Mr. COLE has made a praiseworthy attempt to com- 
bine an elementary textbook with a history of the present 
crisis, and to conciliate the very pronounced—one could 
almost say extreme—views he holds on various questions 
with the detached attitude required by carrying out such 
a task. To some extent he has succeeded in overcoming 
the difficulties of his enterprise, as well as his own preju- 
dices. At a time when it is fashionable to accuse our 
banks of disregarding the interest of industries, it is 
gratifying to read on page 273 that after the war our 
banks have departed from orthodox practice in order to 
assist industries. He is also prepared to recognize 
(pp. 303 and 304) that our banks are justified in holding 
back from lending, owing to the lack of reliable would- be 
borrowers. He is unable, however, to resist the tempta- 
tion of putting in a word in favour of the nationalization 
of the central bank as well as of the joint stock banks. 
He also suggests the establishment of a National 
Investment Board and the prevention of investment 
abroad by exchange control. 

The intelligent man, to whom Mr. Cole addresses his 
book, must be somewhat bewildered by some of his 
suggestions. For instance, Mr. Cole suggests that, 
should private investors leave their money idle at the 
banks, the State will have to use its power “ to create 
new money by the agency of the banks.’’ He reassures 
his readers that this would not be inflation, but many of 
those whom he wishes to guide may hold different views 
on the subject. 

The book contains several errors of fact. The original 
figure of the fiduciary issue was £260 millions and not 
£240 millions. The sixty million pounds of British bank 
claims on Germany consist mainly of acceptance credits 
and not of advances. These and similar errors will no 
doubt be corrected in . subsequent editions. 








Some New Barclays Branches 
By Professor C. H. Reilly 


HERE are before me this month the photographs 
of five new branch banks for Barclays Bank, 
and as is usual with this bank the designs vary 
extraordinarily in merit. It seems almost a_ toss-up 
whether a new Barclays branch is going to be a decent 
piece of architecture or not. With the other great banks 
one may be pretty sure nowadays that no new branch 
will fall below a certain standard of good taste. I know 
the premises department of Barclays are quite as keen 
about good architecture as those of the other banks. 
The explanation must lie, as I have suggested before, in 
the fact that this bank more consistently employs local 
architects than do the others. Out of some mistaken 
feeling of local patriotism or kindness it appears to make 
a point, whenever possible, of employing the man on the 
spot. If the directors insist on employing an architect 
with no feeling for design and proportion, or with no 
sense of the architectural value of the materials he uses 
(and with nine thousand architects in the country it is 
clear there must be a very large number in this con- 
dition), the premises department, however efficient, can 
do little, except in matters of internal detail, unless they 
take the design out of the architect’s hands, which they 
are naturally precluded from doing. We had a couple of 
months ago an example of a Barclays Bank which was 
as good inside and out as any of the new banks of the 
last five years. We have to-day the photograph of an 
important new branch in Oxford, the exterior of which is 
a very good piece of work—of the interior one would say 
as little as possible. But we have other branches which 
are either just dull and commonplace or, on the other 
hand, seemed designed to compete with the excitements 
of the jerry builder. I propose to treat all these like 
student exercises, placing them in the order of merit I 
conceive them entitled to, and when that merit seems to 
me on the whole a minus quantity, to withhold the name 
of the architect. 
At the top of the class I place the Oxford branch by 
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Mr. G. T. Gardner of that town. In Oxford one should 
be able to discover a competent architect if one must 
employ a local one. Barclays have certainly done so in 


this case. The building, which is in St. Aldgate’s and 


ell 


ris as 


[G. 1. Gardner, F.RA.B.A, 





[HE ST. ALDGATE’S BRANCH, OXFORD, OF BARCLAYS 
BANK, LTD 

facing the Town Hall, is in a very important position, 

with Wren’s tower over the entrance and Christ Church 

not far away. The right and gentlemanly thing for a 

commercial building facing important public ones across 
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the street is a dignified restraint. A flat Georgian facade 
in stone fulfils this condition. Mr. Gardner has gone 


‘further. He has suppressed his cornices and has omitted 


the caps to his pilasters, leaving them as plain projections 
designed to give the necessary vertical emphasis. The 
only considerable projections he has allowed himself are 
the three pleasant-looking iron balconies to the three 
central first floor windows. The shapes of his windows, 
their panes and their bars, have a pleasing uniformity 
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Architect kM rley, F.RAB.A 
THE BOROUGHBRIDGE BRANCH, YORKS, OF BARCLAYS 
BANK, LTD. 

(at least above the ground storey) which makes for quiet- 
ness. The banking floor with its rusticated stonework 
and round arched windows and doors, while rightly 
differing from the more domestic character of the upper 
floors, is, nevertheless, restrained with the grooving of 
the stone not too deep and pronounced, nor the key- 
blocks to the arches too projecting. The strange thing is 
that this refined and thoughtful front encloses a banking 
hall of polished mahogany and stock detail, the fellow 
of which could be found in a thousand banks and public- 
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houses up and down the country, but which one hoped 
was at last beginning to disappear. 

The next bank in order of merit appears to me to be 
the small branch at Boroug ghbridge, in Yorkshire, by 
Mr. E. Morley, of Bradford. This is a very neat solution 
of the difficult problem of the one-storey bank to which 
the further difficulty has been added of a corner entrance. 
As in the Oxford branch there is a pleasant refinement 
about the detail of the stonework and the windows, the 





irchitects George Bradbury & Son 


LIVERPOOL-STANLEY CATTLE MARKET BRANCH OF BARCLAYS 
BANK, LTD 

flat surfaces of the stone contrasting admirably with the 

texture of the tile roof. The proportions and disposition 

of the windows, too, seem very satisfactory in relation to 

the building as a whole, an important matter in so small 

a structure. 

The next bank in order, but some way below the last, 
is the Stanley Cattle Market branch at Liverpool by 
Messrs. George Bradbury and Sons. This is another 
single storey branch bank, but on its small bulk the 
architects have crowded a great deal more detail and 
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excitement than Mr. Morley did at Boroughbridge, and 
in doing so the building has obviously lost simplicity 
and dignity to a large extent. Indeed, the building might 
almost be a small Carnegie Library. There was an idea, 
nevertheless, in lining the jambs of the windows with 
stone, but that idea should have been enough. The 
rusticated stone piers obviously compete with it to the 
detriment of the whole. The cornice is a very papery 
affair, too, compared to Mr. Morley’s at Boroughbridge. 





THE MAINDEE BRANCH, MON., OF BARCLAYS BANK, LTD. 


The flat gable shapes of the parapet correspond to no 
roof formation. 

The Maindee, Monmouthshire branch, though quieter 
than the last, had better, I think, remain anonymous. 
The directors have been indulging in their kindness to 
local talent. One need not go into any description or 
criticism of this rather commonplace little building 
except to point out how the roof fails to fit what it covers. 
Compare this again to the Boroughbridge branch. 

Lastly, we have the Babbacombe branch, again by 
the local architect, whose name, too, had better be 
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reserved. Here a piece of the roof, that over the last 
bay to the right, seems missing altogether, while the rest 
of the building, with its varying windows, some divided 
up, some plain, some with heavy woodwork as in the 
dormers, some with light bars, and with a circle of brick- 
work with four little key-blocks pointing in all directions 
where a window is missing, seems designed to serve as 


THE BABBACOMBE BRANCH, DEVON, OF BARCLAYS BANK, LTD. 


an eligible villa residence. It is very strange, as I said 
at the start, that the same great bank with the same 
knowledgeable and eager premises department should 
be responsible alike for “this branch and for the Oxford 
and Boroughbridge ones. Kind hearts and local banking 


accounts combined are the only explanation one can 
think of. 





